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NEW DIVIDEND TREND 
SHAPING UP 


By WARD GATES 
* 


dO) LOM 7h) O10) a 180), (0). bf 
PWD) old dN) Nd | OR Ola 
By THOMAS L. GODEY 


a * 
> WILL NATURAL GAS COMPANIES 
a CONTINUE GROWTH? 


— OUTLOOK FOR 17 MAJOR COMPANIES 
By ROGER CARLESON 








ee 
U.. MARCHING FIRE—and follow 


!’? Shouting this command, Lieutenant Carl 


me: 
Dodd struck out in advance of his platoon to lead 
the assault on Hill 256, near Subuk, Korea. Dur- 
ing the fierce in-fighting that followed. he con- 
stantly inspired his men by his personal disregard 
of death. Once. alone, he wiped out a machine gun 
nest: another time, a mortar. After two furious 
days. Dodd’s outnumbered, but spirited, force had 


won the vital hill. 





“You were helping, too,” says Lieutenant Dodd. 
“You and the millions of other citizens who have 
bought U.S. Defense Bonds. For your Bonds, 
which keep America strong. were behind the pro- 
ductive power that gave us the weapons we used. 


“Tt hope you'll go on buying Bonds—always. 
Because your Bonds—and our bayonets—make 
an unbeatable combination for keeping safe the 


land that we all love!” 


* * * 


Now E Bonds earn more! 1) All Series E Bonds bought 
after May 1, 1952 average 3% interest, compounded 


semiannually! 


Interest now starts after 6 months and is 
higher in the early years. 2) All maturing E Bonds auto- 
matically go on earning after maturity—and at the new 
better-paying 
United States Series E Defense Bonds through the Payroll 
Savings Plan where you work! 


higher interest! Today, start investing 


Peace is for the strong! kor peace and prosperily : save with US. Defense Bonds! 





hirst Lieutenant 


‘al H. Dodd 
Medal of Honor 
yt 
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Southern California |} 
are ¢ 
Edison Company } 
} 

DIVIDENDS ? 
) 

COMMON DIVIDEND NO. 171 ‘ 
PREFERENCE STOCK ) 
4.48% CONVERTIBLE SERIES ’ 
DIVIDEND NO. 22 : 
PREFERENCE STOCK »4 
4.56% CONVERTIBLE SERIES 4 
DIVIDEND NO. 18 ‘ 

. 

The Board of Directors has : 
authorized the payment of the [ff 
followings quarterly dividends: ? 
50 cenis per share on the ? 
Common Stocl:; ? 
28 cents per share on the : 
Preference Stock, 4.48% Con- ? 
vertible Series; ¢ 
. 2814 cents per share on the ? 
Preference Stock, 4.56% Con- ¢ 
vertible Series. 4 





The above dividends are pay- 
able October 31,1952, tostock- 
holders of record October 5, ‘ 
1952. Checks will be mailed 
from the Company's office in 
Los Angeles, October 31, 1952. 


» 4 
P.C. HALE, Treasurer ’ 
September 19, 1952 ) 
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SULTANA 


CONSOLIDATED 
NATURAL GAS 
COMPANY IE 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 19 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly cash dividend of Sixty- 
two and One-Half Cents (62 '4¢) 
per share on the capital stock of 
the Company, payable on No- 
vember 17, 1952, to stockholders 
of record at the close of business 
October 15, 1952. 


E. E. DUVALL, Secretary 
September 18, 1952 = 
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PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 


Common Stock Dividend No. 147 


The Board of Directors on September 
10, 1952, declared a cash dividend for 
t he year of § 


-msa0ae 





K. C. Curistenst 


San Francisco, California 


N, Treasurer 
















































































NEW FRONT PORCH OF THE NATION 


Television has brought campaigning a long way from 
1920, when candidates campaigned from the front porch 
of their homes. Today, presidential candidates simply 
step before the television cameras and are seen and 
heard by many millions of people. 


The first intercity network television broadcast using 
today’s methods took place between New York and 
Philadelphia, only seven years ago. In the relatively short 
period since then, the Bell System has expanded its tele- 
vision network from coast to coast...so that 99°% of 


BELL TELEPHONE 


the country’s television sets can receive the same pro- 
gram at the same time. 

Such development, at such a pace, requires great 
investments of effort, ingenuity and money. Radio-relay 


and coaxial cable routes have to be built. Special equip- 


ment has to be designed, and special personnel trained 
to install, maintain and operate it. 

Yet the cost of the service is low. Bell System charges, 
for use of its intercity network facilities, average about 
10 cents a mile for a half hour. 


SYSTEM 
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The Trend of Events 


THE FUTURE OF GOVERNMENT BONDS... The per- 
sistent but steady decline in long-term government 
issues raises the question whether weakness is due 
to the present tightness of money or whether it rep- 
resents a long-term trend. The importance of the 
question is emphasized by the historic fact that long- 
term U. S. Government bonds have been known to 
sell well below par in the past. The most striking 
example was the long slide of the old 414s to 83, 
after the ending of World War I. 

The conditions, of course, are entirely dissimilar 
as there was no attempt, or even desire, on the part 
of the government then to interfere with the bond 
market whereas for the past twenty years, the gov- 
ernment, acting through the Treasury, has been the 
sole arbiter, and has made the effective decisions as 
to where Federal bonds should sell. 

Though the Federal Reserve system is now ex- 
erting greater control over the issue of credit, it is 
not true as some have suggested that the Treasury is 
no longer a principal determinant in the fixing of 
rates and, therefor, the price of government bonds. 
What has happened is that a more flexible system 
has been adopted, by permitting the Reserve system 


break, holders of long-term government bonds view 
the present weakness with concern. Practically all of 
the longer term 214% bonds are now selling at close 
to four points under par, the lowest since issue. Ever 
the intermediate term 232% bonds have been selling 
under par since they were issued recently. 

Though money rates have been climbing slowly, 
they are still artificially low and an increase in the 
3% minimum rate on prime commercial paper is 
anticipated as a result of near-term pressure. 

In recent years, following the practice during 
World War II, the government has been forced to 
keep interest rates low on account of its enormous 
financing needs. Presumably these needs will con- 
tinue until the 1953-54 budget is cut. It is generally 
expected that a reduction in expenditures for that 
period will be feasible. In that event, the govern- 
ment’s interest in maintaining a still low money rate 
should be less in evidence. On that theory, a more 
normal money market can be envisaged. Assuming 
continued “‘peace,” this would bring about a situa- 
tion in which Treasury support of the government 
bond market could be reduced in scale and the mar- 
ket given greater leeway in finding its natural levels. 





to offer support, when needed, 
at the same time that the 


This is all admittedly con- 
jectural but based on the 


Treasury goes ahead with its 
financing on a basis more real- 
istically attuned to existing 
money market conditions. 

It must be admitted, how- 
ever, that despite the more 
harmonious relationship be- 
tween the Treasury and Fed- 
eral Reserve and their obvious 
ability to prevent an outright 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








sound reasoning that a new 
Administration will seek to 
bring about a more normal 
national economic frame of 
reference than has existed for 
many years. In that case, a 
higher money rate level would 
eventually be established and 
with it, lower prices for bonds 
in general. Based on past ex- 
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perience, there is no reason to believe that govern- 
ment bonds would prove immune. This prospect, of 
course, does not apply in full force to the present and 
the immediate future, but could well prove a deter- 
minant in the long-term calculations of investors 
generally. 


DOWNWARD WORLD PRICE TREND ... Since the end 
of 1951, world commodity prices have been lowered 
about 4%, approximately the same as in the United 
States. This decline in itself is not particularly sig- 
nificant so far as size is concerned. More important 
is that pressure against commodity prices is becom- 
ing cumulative and has extended to many parts of 
the world. Indications are that world prices are in 
the earlier stages of a major downward trend after 
the violent rise which took place after the outbreak 
of the Korean war. 

The importance of the underlying trend in basic 
world commodities is that it has a profound influ- 
ence on all the secondary commodities. This may help 
to explain why the usual seasonal trend which makes 
its appearance at this time has not occurred. 

The answer to all this, of course, is that world sup- 
ply has outrun demand. Productive facilities of raw 
materials have increased enormously and, since the 
stimulation to expansion afforded by the Korean con- 
flict has more or less vanished, markets everywhere 
have tended to reflect the impact of the growing im- 
balance. While shortages still exist in a few com- 
modities, in general, supplies are more than ample, a 
condition which will undoubtedly broaden in most 
basic commodities in 1953. 

As a consequence of this situation, countries which 
depend largely on the sale of their natural products. 
such as those in Southeast Asia, for example, will 
probably encounter serious financial difficulties, if 
they have not done so already. This in turn will have 
an effect on their capacity to purchase manufactured 
and semi-manufactured goods, and will increase the 
dollar shortage generally. 


ESCALATOR WAGE CLAUSES... August index figures 
issued by the Bureau of Labor Statistics which 
showed another increase in living costs will set into 
motion the escalator wage clauses in force in a num- 
ber of industries. It is estimated that the new living 
cost rise will bring about another wage increase for 
approximately one and a half million union mem- 
bers. 

Whatever may have been the original purposes 
behind the escalator clause, there is no doubt that, 
under existing conditions, it looks more and more 
like a device for built-in inflation. It is true, that 
under this form of labor contract, wages may be re- 
duced whenever the cost-of-living index declines, and 
this has been applied on one occasion. However, look- 
ing ahead into the future, when the general price 
level may be considerably lower, it is a question 
whether the union leaders will agree to enforcement 
of the old clause. 

Already, there are signs that the canny union offi- 
cials are looking ahead and will seek to remove that 
phase of the escalator clause which they deem un- 
favorable, namely the provision which allows for a 
cut in wages when the living index declines. In other 
words, they are hoping they will be able to bring 
about a one-way wage adjustment—upwards—when 


negotiations for new wage contracts are opened up 
next year. 

Should the union leaders be successful in their 
anticipated attempt, the result would be that one 
segment of the population—labor—would be more or 
less protected in its purchasing power, at the same 
time that the rest of the vast consuming mass had 
to take its chances. We cannot think of anything that 
would cause more resentment among the public at 
large. 

As we have said many times, probably the greatest 
criticism that can be leveled against the unions is 
that their leadership, in recent years especially, has 
failed to take into account the total needs of all the 
people. This is especially remarkable since the unions 
are supposed to be close to the people and should 
know something about ensuring their welfare. De- 
manding higher wages without considering the full 
implications is a poor way of accomplishing this 
result. 


A PLATFORM FOR AMERICANS... As the election 
campaign unfolds, there is mounting evidence that 
there has been altogether too much special pleading 
in Washington and the State capitols. Dozens of 
groups, each with special needs, keep hammering 
away at our legislators to sponsor their own pet 
legislation or to oppose that which they do not favor. 
The result, frequently, is a hodge-podge of laws 
which fails to take the national interest into consid- 
eration, and often does the country great harm. 

One may take the cynical viewpoint that as long 
as special groups have special interests to serve, 
nothing can be done about it in the free and easy 
democracy which is ours. We do not doubt that the 
special pleaders consider that they are doing no 
wrong and would be rightfully insulted if they were 
charged with a lack of interest in the welfare of the 
nation. These people feel that they are simply doing 
their duty as they see it, but they should also realize 
that, in the final analysis, they must fail if the nation 
is indirectly weakened as a result of their excessive 
self-seeking. 

We suggest, therefor, since a crusade is going on 
for the general betterment of the moral and political 
climate of America, that we as Americans play our 
part by making it known that we disapprove of the 
crude type of lobbying which has been going on in 
Washington; and that we expect our legislators to 
make a determined effort to end it. 

This is the kind of platform, we believe, most of 
us could agree on. We might take a lesson from the 
British in this respect. They, apparently, have far 
_— respect for the process of law-making than 
we do. 


GOLD AGAIN .. . Quotations for gold have been slip- 
ping and have reached their lowest levels in about 
two years, with the price in important gold-trading 
centers down to $37.25 an ounce against the official 
price of $35. Not too long ago, gold sold well over 
$50 an ounce. The gold producing countries want an 
increase and South Africa has been especially vocif- 
erous in its demand. Despite the many rumors to the 
contrary. it is doubtful that a change in gold prices 
can be effected in the near future. Certainly, there 
is nothing to indicate that the United States govern- 
ment has changed its attitude on this question. 
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As J Seo Jt! 


By JOHN CORDELLI 


DEMOCRACY STILL RETREATING IN LATIN AMERICA 


Yd t may be premature to pass judgment on 
the administration of Senor Carlos Ibanez, who was 
elected to the presidency of Chile early last month. 
Almost a generation ago, in the pre-depression days, 
Don Carlos showed himself a Mussolini-like dictator, 
ruling his country with an iron hand. In his seven- 
ties now, he may have mellowed, like his colleague, 
Senor Vargas of Brazil, 
who, also once a dictator, is 
now content to rule within 
constitutional means. 


“ALWAYS READY TO STIR THINGS UP” 


praise for the anti-American decrees of the Arbenz 
government in Guatemala, which rules through com- 
munist-dominated labor unions. 

But even in the countries which cannot be accused 
of following the Peronist line, democracy seems to 
be in retreat. In Colombia, for example, the con- 
servative-controlled government is tightenting dic- 
tatorial controls. As to Ven- 
ezuela, the most prosperous 
of the Latin American coun- 
tries, there is no sign that 





Nevertheless there is 
ground for apprehension. 
Idealogically, President- 
elect Ibanez has been 
strongly influenced by that 
strange, purely Latin 
American concoction of so- 
cialism, fascism, economic 
nationalism, and ‘‘anti- 
yanquism” that goes under 
the name of “Peronism” or 
“justicialismo.” Ibanez has 
denounced American eco- 
nomic imperialism as the 
chief obstacle to Chile’s 
economic independence and 
prosperity. One of his lieu- 
tenants has called for the 
nationalization of the cop- 
per mines and another has 
denounced Chile’s military 
aid agreement with this 
country. 

Were the Chilean elec- 
tions an isolated incident, 
one could regard some of 
these statements as just the 
Latin American style of 
campaign oratory. But the 
Chilean elections are a link 
ina rather disturbing chain 
of political developments 
that point to a retreat of 
democracy in Latin America. Last spring General 
Fulgencio Batista staged a coup in Cuba. It may be 
true that he has cleaned up some of the mess left 
behind by the duly elected but ineffectual previous 
government. But the fact remains that General 
Batista now rules by decree. Democratic processes, 
never strong in Bolivia, received a new setback last 
summer when Senor Paz Estenssoro established, af- 
ter a bloody struggle, a clearly pro-Peronista gov- 
ernment in that unhappy country. The new Ecua- 
doran president-elect, Dr. Velasco Ibarra, has been 
flirting with the idea of introducing Peronism. The 
Peronista press has had nothing but the highest 
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Albany Knickerbocker News 


the military junta intends 
to relax its grip on the 
country in favor of a duly- 
elected government. 

We have in the past de- 
voted a great deal of space 
in these pages to discus- 
sion of the reasons for the 
spread of Peronism which 
has borrowed freely from 
the socialists, the commu- 
nists, and, of course, the 
fascists, and combined these 
various “isms” with some 
purely native Latin Ameri- 
‘an conceptions of nation- 
alism. We have called atten- 
tion again and again to the 
pernicious effect that this 
development has had on our 
doing business with Latin 
America and on the invest- 
ing of American capital 
there. We have pleaded for 
a better understanding of 
the economic, social and po- 
litical changes now taking 
place south of the Rio 
Grande, not only that the 
united front that the West- 
ern Hemisphere countries 
have usually presented in 
the world councils may be 
preserved during this trying period, but also to avoid 
the slowing down of the economic development of 
this area so vital for the Free World. Latin America 
is capital poor, and the investment of North Ameri- 
-an capital is essential if her vast natural resources 
are to be efficiently and promptly developed for the 
sake of raising the standard of living of her own 
people and for the defense of the democratic world. 

Most Latin American countries are going through 
a postwar readjustment. Unless the new administra- 
tion helps the Republics, we may, one of these days, 
find Latin America choosing in international affairs 
a path entirely different from ours. 











Election Outcome and the Stock Market. 


The general market tendency was moderately upward over the last fortnight, with a sizable 


rally in rails. The averages remain under their key August highs in a still narrow trading 


range. The medium-term business picture is satisfactory. Beyond that, the uncertain prospect 


justifies a continuing conservative and selective policy. 


By A. T. MILLER 


as this “market of stocks” can be 
discussed in general terms, the performance over 
the last fortnight was on the encouraging side, even 
though not decisively so. Following a zig-zag retreat 
from the year’s best levels, which had been recorded 
in the forepart of August, the daily averages made 
a stand at mid-September, at which a goodly part of 
the summer rise had been cancelled. From that re- 
action low the industrial and utility averages rallied 
modestly, the rail average more sharply. 

Up to this writing, all three have remained under 
the key supply levels represented by the major 
highs of August. The industrial average, indeed, is 
nearer its September 15 low of roughly 268 than its 
280 August top. Rails are considerably closer to a 


test of their August 7 high, which was a shade under 
105. Trading volume remains restricted. The aver- 
ages also made a stand around the third week of 
August, rallied moderately for a time, but then pro- 
ceeded to extend the downward phase. It cannot be 
said that there is any positive difference in the re- 
cent performance, excepting a more vigorous re- 
bound by rails. 


Intermediate Turning Point 


In short, it is an open question whether the 
September 15 lows marked an intermediate turning 
point, from which either the industrial or rail aver- 
ages, or both, will stage an upswing of some pro- 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATING 
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portions. The technical indications are 
not emphatic. To illustrate, the whole 
range of the industrial average to date 
since the August tops were recorded 
has been less than 4% from high to low; 
that of the rail average about 7%. 
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! | [ , There is reason to view the longer- 
si DEMAND for STOCKS J term (post-defense-peak) economic out- 
AS INDICATED BY TRANSACTIONS look with doubt. However, there is ap- 
= AT RISING PRICES P parently nothing in the medium-term 
aes 260 business picture for a general liquidat- 
So ing movement to feed on. If that is cor- 
! Mu LITT oye rect, most investors will prefer to sit 

il 


tight. What about buyers? They could 
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be a small minority and still exert at 
least some selective upward pressure in 
periods when selling pressure dries up, 
as the tentative evidence suggests at 
the moment. 


180 Hence, there is certainly a chance— 





MEASURING INVESTMENT AND SPECULATIVE DEMAND 


perhaps better than a 50-50 chance— 
that the market improvement of the last 
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SCALE AT RIGHT 
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fortnight will carry further and test the 
August highs. One supporting consider- 
ation is that fourth-quarter business 
activity promises to be the best of the 
year. Another is that the year-to-year 
corporate earnings comparisons for the 
fourth quarter will be the best of the 
year. A third is that rails, having pro- 
vided 1952 upside market leadership, 
show some current tendency to resume 
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that role. 

The restraining and supporting fac- 
tors now shaping investment-specula- 
tive psychology remain fairly closely 
balanced, however, as has been so for 
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why the interim swings of 
the market have been so | aio 
limited for so long, why faa 
relative to total listed | 4, 
shares and why so many 
stocks are static. 280 

The uncertain election ate 
outcome is one factor. It 
is true that the market | x, 
has risen more often than 
not both prior to and after | jos 
Presidential elections. 
That is cited by some as | 4, 
justification for optimism 
now. However, there have 
been at least a few excep- 
tions; and others are quite 
possible, including the | % 
present instance. In 1948 
the market had a sizable | & 
intermediate upswing, al- 
though the averages failed | 8° 
to better earlier highs 
made in the summer, in | 
mistaken anticipation of 
Dewey’s election. It subse- 
quently sagged into mid- | os 
1949, in what is recorded 
as a minor one-year bear 
market. 

Some argue that Steven- 
son’s election would be 
inflationary, Eisenhower’s 
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deflationary. It is a moot 
point, since the stated 
views of the two on fiscal 
policy do not differ too widely. Moreover, Stevenson 
appears to be at least a more determined foe of in- 
flation than Truman has been, whether or not he 
might be less so than Eisenhower. If there is any 
logic in the inflation-deflation theme, stocks should 
have risen on Truman’s 1948 victory instead of 
doing the reverse. 





The Real Problem for 1953 


The fact is that Presidents do not make the eco- 
nomic trend; but that the economic trend is capable 
of making or breaking Presidents. In no great time 
after the returns are in, it will be discovered that 
hopes or fears about the bearing of this election on 
the longer-run destiny of the country were exag- 
gerated. 

Whether it is Stevenson or Eisenhower—with the 
latter currently given the edge by the sample polls 
—there is every reason to think that the problem 
of the winner during a goodly part of the four- 
year term beginning next January will be deflation 
rather than inflation. That is another thing that 
is bothering many investors or at least making them 
feel uncertain. 


Uncertainty Prevalent 


Of course, uncertainty about the post-defense eco- 
nomic potential has existed for a long time. It ac- 
counts for, and is partially allowed for in, relatively 
conservative price-earnings ratios and relatively 
high dividend yields maintained pretty much 
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throughout the major market rise from the mid-1949 
low. Then, too, defense spending will not reach its 


peak, on present projections, for another eight 
months or so; and is forecast as remaining “‘on the 
plateau” for 12 months or more after the peak has 
been reached. Nobody can say for sure when the re- 
adjustment will start or what it will amount too. 
Because of that, and because it is still “around the 
corner”, most investors remain disinclined to sell 
stocks unless pushed into it by poor market action 
or disappointing earnings or by bad dividend news 
in the case of individual issues. 

This undoubtedly is one of the principal reasons 
for the continued sluggish action of the market as 
the news that materializes from day to day is not 
sufficient to stir up much interest except here and 
there on the occasion of a conspicuous earnings 
statement or dividend action. 


Conservative Policy Indicated 


No change in our conservative, selective policy is 
now justified. Those agreeing with it hold substan- 
tial reserves in cash or equivalent, have pared down 
holdings of speculative or over-cyclical stocks, and 
have made portfolio switches for the purpose of im- 
proving the average quality of common stock hold- 
ings retained. To those who have not got into step 
with this policy, we say this is a good time to start 
doing so. If there is some further rise ahead, on the 
basis of current indications the stocks “in vogue” 
on it could well include rails, television issues and 
leading automobile issues.—Friday, September 26. 





: = - LLL” IOI: thttzu 
ddd Lr" . 


nan “an 
SH RE IPF 


: 


[ 
| 


Ma 


Props to Ease Our Economy 
— AS DEFENSE SPENDING TAPERS OFF — 


By THOMAS L. GODEY 


R overt C. Turner, recently appointed member 
of the President’s Council of Economic Advisors, 
started off his new assignment with a bang. In his 
first official statement, Mr. Turner announced that 
defense spending has now reached its peak; he im- 
plied that in the months ahead, government arma- 
ment checks would become smaller and smaller. 

It was a complete reversal of all information that 
had been coming from the government mobilizers. 
At the least, it indicated a major switch in the U. S. 
arms program. It was so startling that within min- 
utes after Mr. Turner’s pronouncement was on the 
press wires, the Washington office of the Commu- 
nist Daily Worker called his office and asked for six 
copies of the transcript of his statement—evidently 
thinking it so important that his exact words should 
be forwarded to Moscow. 

The effect on U. S. businessmen and investors 
was almost as dramatic. They saw one of the major 
props of the current economy being jerked away; 
a gradual slide in tempo of business and value of 
stocks, possibly a serious business slump in the im- 
mediate future. 

Their fears were groundless. The economic prop 
was not being taken away, and from all information 
now available, these is no reason to anticipate a 
strong recession during the next few years. 

In the first place, Mr. Turner was wrong, as he 
later had to admit. At present, government arms 
spending is running at approximately $1214 (one- 
fourth) billion a quarter. It will climb slightly until 


when it will reach 


lion every three’ 
months. That rate’ 
is expected to 
continue well into 
1954, when arms 
spending will) 
“oradually” ease] 
off, with a rela.) 
tively high rate) 
of arms expendi. 
tures continuing 
in 1955. There 
will be a federal 
“cushion” under 
the economy for 
many months to 
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Nonetheless, Mr. Turner, 
with his faux pas did busi- 
nessmen and investors a 
good turn. He jolted them 
into the realization that the 
time is coming when de. 
fense spending will be less 
of a factor in our economy 
than it is at the present. 
And he forced them to check 
into the future; to look into 
the plans and prospects for 
the future to see if there is 
enough business in sight to 
soften whatever blows are 
pending; whether the state 
and local government will 
be spending more, what are 
the public’s buying prospects, what does industry 
expect to be doing about it. 


Lifting of Production Controls 


To get an idea of what’s ahead, it might be best 
to look first into the broad economic actions by the 
government that will be behind sales, expansion 
plans and other business activities. 

From here on out, production controls will be of 
little hindrance to business activity. Almost every 
day a statement comes from one or another of the 
top mobilizers of new plans to lift controls over 
production. 

Right now there are few controls over produc- 
tion of most items. By next March or April, accord- 
ing to Office of Defense Mobilization officials, steel. 
copper and aluminum will be in “nearly normal” 
supply. The big stumbling block then will be sup- 
plies of nickel and other alloying metals. But the 
“big three” metals that form the base of America’s 
manufacturing will be available in sufficient quan- 
tity to enable practically all companies to go ahead 
with their production plans. 

The master plan controlling supply and use of 
these metals will also be lifted. Planners are now 
starting to ease the Controlled Materials Plan so 
that, at most, it will involve a system of manufac- 
turers reporting their stocks of the metals and how 
they use them. Businessmen will be free to use the 
metals to boost production of cars, stoves, refrigera- 
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tors, appliances, anything they wish. They will be 
able to build new factories. And they will be free 
to build highways and stores, theatres and bowling 
alleys, even race tracks. There will be no federal 
ban on the use of the basic metals. 


Committee of Economists 


There is little chance that price controls will be 


‘much of a hindrance. Already, these curbs apply 


only to a small segment of business, mostly indus- 
trial items. But even where price ceilings are in 
effect, they are not too much of a bar to business; 
they’re still in effect because demand is enormous 
in those particular items. Besides this small group 
of products, all will be free of price restrictions. 

Credit curbs also will be no bar. Regulation W, 
which fixed the size of the downpayment and the 
number of instalments for appliances, furniture, 
automobiles and other consumer goods, was lifted 
some time ago. And just days ago, the Federal Re- 
serve Board took away its restrictions on real estate 
credit. F 

While discussing the broad economic factors that 
will be involved in the freedom of business in the 
years ahead, it might be well to mention that the 
government has set up a committee of 19 economists 
representing industry and various business groups. 
This committee will work with the Commerce De- 
partment and the Committee for Economic Develop- 
ment. Its task will be to develop schemes for busi- 
nessmen aimed at taking up the slack resulting from 
the smaller defense spending. 

The committee report will be published about the 
first of the year. Naturally, it is impossible at this 
time to tell what recommendations it will contain. 
But it is safe to say they will, for the most part, 
involve generalities — businessmen should step up 
their advertising; create and look for new markets 
for their products; boost production and business by 
creating new items and new lines. The committee’s 
report may be of no great specific aid to business in 
general, but it will serve as a reminder to many 
businessmen and concerns of possible lines of action 
they had been overlooking. 

Those are the generalities. Admittedly, thev are 
not exciting, but they have to be taken into con- 
sideration in any look into the business future, be- 
cause business plans are meaningless if government 
controls forbid their completion. And it can be 
stated safely that government will be doing all in 


_its power to aid business, and to give it a push 


wherever possible—even if it is so intangible a ges- 
ture as the upcoming Economists reports on what 
industry should do when the defense program eases 
off. 


Continued Plant Expansion 


Now to the specifics. Industrial Expansion is as 
good a place as any to start. By next year, the gov- 
ernment’s plant expansion program—as it now exists 
—will no longer be in action. But if the planners 
have their way, starting next summer and continu- 
Ing for three or four years, they will have a spe- 
clalized scheme of plant expansion in operation. It 
will be nothing like the present plan which has 
spent a bit over $22 billion into new plants and 
facilities in the past 18 months. Instead, it will be 
almed at high cost items such as heavy sheet steel 
and other forms which return little profit to the 
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Spending for new plant and equipment 
may reach new high in 1952 
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manufacturer. The planners are aiming to ask Con- 


gress for authority and money to “underwrite” part 
of the cost of the plants needed to make these items, 
and if necessary to let the government build the 
plants itself. The exact cost of this program isn’t 
known—but some officials think it might cost as 
much as $1 billion a year, which would be that much 
money going into the economy for steel, machinery 
and labor and, in turn, spending ability. 

Private industrial building plans are still vague, 
overall, but even there an estimate can be made. It 
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will slow down from the level of the past two years, 
naturally. But many experts still predict that for 
the next five, six, possibly more years, private in- 
dustrial expansion plans will range from $12 billion 
to $15 billion a year. 

Another major economic factor in the years ahead 
when government spending must be replaced by pri- 
vate investment is highway building. 


Super-Highway Requirements 


The super-highways are the most dramatic fea- 
ture of this business activity. Construction has 
started—or will shortly—on 950 miles of turnpikes 
in Ohio, West Virginia, New York and Oklahoma 
and other states. This construction will cost about 
$1 billion. Half a dozen projects are under considera- 
tion for an additional 1,300 miles of turnpikes in 
various states that will cost about $2 billion. Pos- 
sibly these plans are the more important. Bonds to 
finance them and the actual spending of the money 
on construction will be taking place two, three or 
four years from now, when the armament “cushion” 
gets smaller. They will consume steel, specialized 
equipment; money will go to the companies supply- 
ing these items and to the men building the highways. 

But at the same time, a maze of smaller high- 
ways will be built—the connecting roads between 
turnpikes, and highways between towns and smaller 


cities that are so drastically needed. It’s almost: 


impossible to estimate just how much will be spent 
on them, but the National Association of Highway 
Users says this country needs $21 billion worth of 
new highways—and it doesn’t include the turnpikes. 
One half or even one quarter of this amount would 
mean a sizeable push to business. 

On those highways, the automobile industry ex- 
pects to see approximately five million new cars 
every year for the next several years. That’s their 
expectation of sales next year, too. To take care of 
any possible marketing lag, the industry is going in 
heavier for remodeling and new features. Next 
year’s cars, for instance, will include new models 
for almost every make, with Ford being a possible 
exception—and it is satisfied with the tremendous 
sales power of the model now on the roads, which 
has proved to be one of the most popular Ford and 
Mercury lines in 15 years. 


Home Building and Equipment 


Home building is expected to stay at the same 
high level as automobile production. President Tru- 
man and other government officials have repeatedly 
stated—with no great objection from the industry 
—that this country will need 750,000 new homes a 
year for the next six to ten years. That will mean 
a constant demand for lumber, building supplies and 
hardware, tools and a consequent great out-pouring 
of wages to the construction industry which will be 
felt throughout business. It is one of the traditions 
of U.S. business that plant expansion and construc- 
tion are basic to continuing prosperity. 

Those new homes will also mean a continuing de- 
mand for furniture, appliances, textiles and the 
other items needed to furnish a house. But this is 
just a part of the picture. 

The television industry, for instance, was in the 
doldrums the past eight or ten months. It is now 
climbing back to its previous prosperity. There are 
several reasons for this. First, the government freeze 


on construction of new tv-stations was lifted. 

It will be two, possibly three years before all the 
stations each city is entitled to will be approved by 
the Federal Communications Commission. But al. 
ready, fcc has okayed 33 new stations. Aside from 
the investment money, the materials and construc. 
tion costs of the new stations, a look at what hap. 
pened when a new station was opened in Denver 
gives an accurate picture of what the lifting of the 
tv station freeze means to makers of television re. 
ceivers. Tv sets became the hottest item in applianeg 
and furniture stores. So much so that all types of 


businesses—filling stations, automobile dealers, drug 


gists, even an undertaker-—started selling sets. Thou 
sands were sold in a matter of days. This bonanza 
will be repeated as new stations are opened in areas 
of the country that until now haven’t had outlets, 


The television industry predicts that within five 
years there will be about 60 million tv sets in use-f 


there are now about 18 million. 

And there will be a constant turnover in sales of 
those sets in use. Already, dealers report that fam. 
ilies are trading in on their second, third and in 
some cases fourth tv set. 

The trade-in of tv sets is mentioned to demon- 
strate another factor which is expected to bolster 
business in the coming years. During the post. 
Korean scare buying wave, consumers stocked up on 
toasters, fans, vacuum cleaners and other appii- 
ances. Those items will be wearing out in the next 
few years and they will be back in the market. 

From present indications, they’ll] have the money 
to buy them. Personal savings are off a bit from the 
records set earlier this year. But savings are still a 
what most economists consider an incredible high. In 
June, personal savings were at the annual rate of 
$16.5 billion. Federal economists do not expect it to 
drop too great in the years ahead. 


Added Spurs To Business Activity 


Another important factor—although an intangible 
—economists mention as being a sustaining influence 
on business activity is the fact that there have 
already been several slumps. The tv situation men- 
tioned above, for instance. Textiles had a low period, 
and are now on the upturn. It has happened in about 
a dozen fields in the past year or two. 

The importance of this situation is that there i: 
no general or over-all upset to business activity. One 
particular line suffers a slight set-back, but other 
businesses are booming. Gradually, the languishing 
line recovers and climbs back to its previous pros: 
perity. In other words, each business group is abl 
to recover without affecting the entire economy ani 
pulling it down. 

Aside from the expected continuing high level of 
businesses already considered there will be some 
new entrants. Air conditioning is a good example 
Sales of home air condition units hit new highs this 
past summer, for some companies reaching 1,000 pe 
over last year. That peak is continuing, and is ex 
pected by the industry to continue for the next sev- 
eral years. 

And there will be special industries setting new 
records, from all signs now. The chemical industry 
is the most important. New products, technique: 
and selling methods are bringing on record plant 
expansion in this field. 

Just how much state, county and municipal gov- 
ernments will spend (Please turn to page 45) 
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By WARD GATES 


. are becoming aware that the 
curve of dividend payments is flattening out, and 
that this is caused by the narrowing profit margin 
and lessened corporate liquidity. 

On an over-all basis, dividend payments are still 
substantial. Cash dividends in July, for example, 
for corporations issuing public reports were $542 
million, slightly above the same month last year. 
These figures, however, are somewhat deceptive as 
they obscure the fact that manufacturing industry 
dividends declined—about 4%—the gain in total divi- 
dends being accounted for entirely by the higher 
dividends of the communications and utility indus- 
tries. 

Most manufacturing groups shared in the decline. 
Largest losses were in the chemical, food and auto- 
mobile industries. A significant change was _ that 
some of the larger companies in these industries 
turned to irregular payment of dividends, indicating 
lessened assurance as to the feasibility of maintain- 
ing former rates. Undoubtedly, in these cases, the 
change in dividend policy is caused by extreme re- 
quirements for cash with which to continue large- 
scale expansion projects, profit margins still remain- 
ing substantial though lower than last year. 

The largest decline in recent month dividends, as 
compared with last year, was: automobiles, 51%; 
textiles and leather, 16%; chemicals about 10%; 
and, surprisingly, oil refining, 10%. There were also 
moderate declines in merchandising dividends, as 
well as beverages and tobacco. 


Outlook for Steel Dividends 


The steel group requires special comment. These 
companies were greatly affected by the prolonged 
strike and several of the smaller companies have al- 
ready become dividend casualties. On account of 
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the magnitude of the losses caused by the strike, 
it would not be surprising if the total amount of 
dividends by the steel group in the last half of the 
year is substantially below that of 1951. 

Aside from communications and utilities, the fol- 
lowing are giving a favorable account of themselves 
with respect to dividend payments: finance, mining, 
general machinery and railroads. 

Since dividends are not ordinarily based on the 
results of a single month, it is useful to examine the 
record of the first seven months of the year (the 
latest figures available) as giving a broader indica- 
tion of the dividend part—of the major industries. 

Automobile payments were down only 4% for the 
7 months compared with 51% in July. This would 
indicate that pressure on earnings in this industry 
did not materialize substantially until toward the 
end of the second quarter. Since part of the decline 
in earnings was caused by inability to secure suffi- 
cient steel, it seems likely that the third and par- 
ticularly the fourth quarter will show some improve- 
ment. This should make it possible to maintain divi- 
dends for the balance of the year though at a lower 
rate than last year. 

Chemicals had a somewhat similar record for the 
seven months, with a decline in dividends of less 
than 3%, compared with 10% in July. Here, too, 
the cumulative effects of high taxes and a narrow- 
ing profit margin are commencing to have an effect. 
This is especially true of the smaller companies, 
though the dividend margin of some of the larger 
companies has also declined. 

Food, beverages and tobacco had a 5% decline in 
dividends for the first seven months against 4% for 
July indicating that the decline in payments which 
started last year is about leveling off. Conditions in 
these industries are now showing somewhat greater 
stability and earnings margins though reduced are 





no longer declining. Except in the cases of the mar- 
ginal companies in these industries, it would seem 
that dividend payments can be continued at the cur- 
rent levels. 

Strongest of all the industries during the first 
seven months were utilities and communications 
which increased dividends 8% and 9% respectively. 
This trend, as stated, has been continued into July. 
Partly accountable for the rise has been the increase 
in common stock capitalization calling for higher 
total dividends by a number of companies. Both in- 
dustries are continuing to expand rapidly and prob- 
ably will not reach the peak of expenditures for new 
facilities until 1954 at the earliest. At the same time, 
gross revenues are steadily increasing. While costs 
and taxes are rising, the net profit margin has re- 
mained at satisfactory levels. Since financing is 
feasible under advantageous terms, a high net pay- 
out of earnings in dividends is justified. Investors 
have indicated their confidence in continued satis- 
factory dividends from these industries by subscrib- 
ing heavily to the new common stock issues offered 
by many companies. 

Finance companies have likewise maintained their 
satisfactory dividend record, having increased pay- 
ments about 5% in the first seven months of the 
year. In July, however, payments rose only 114%, 
indicating that the trend toward higher dividends 
is slowing down. This is not surprising as this in- 
dustry has been steadily increasing dividend pay- 
ments for several years and, at present, these are 
at a historically high level. Based on the recent rise 
in installment credits, further gains in earnings may 
be expected but it is likely that the companies, nev- 
ertheless, will wish to stabilize dividends at current 
high levels, instead of raising them further. 


Mining Companies 
The mining industries, generally, have had a suc- 


cessful dividend record this year, having increased 
payments during the first seven months by about 


17%. In July, however, dividends gained only 10% 
so ‘that the rising curve of dividends seems to he 
flattening out. Since the margin of profit for non. 
ferrous metals is now slightly narrower than last 
year, it is doubtful that there will be further in. 
creases in dividends for most companies. The coal 
industry, on the other hand, is in a difficult position f 
and cuts in dividends can be expected. 

Railroads paid out about the same in the first 
seven months of 1952 as they did in the correspond.) 
ing period of 1951. Despite higher earnings for some F 
individual roads, developments such as the rise in? 
wages and the steel strike have caused some disap- 
pointment so far as earnings generally are con- | 


cerned. Appraisal of future dividend prospects is : 
possible only on an individual road basis, conditions) 


among the carriers necessarily showing the utmost | 
variation. 


Though July oil dividends dropped off about 10%, 


the results for the full seven months were quite sat- 
isfactory and showed a gain of 20%. The basic posi- 
tion of the industry remains ena insofar as the 
price structure and the supply-demand ratio is con- 
cerned. Taxes, however, are commencing to make| 


some inroads on the profit margin, despite the rela-| 


tively tax-sheltered position of the industry. Never-| 
theless, dividends for the larger units and most of | 
the independents seem assured for a considerable | 
period ahead. 


Greater Needs for Working Capital 


In addition to the factor of lower profit margins, 
dividend prospects are currently influenced by in- 
creased demands for working capital. The latter 
arises from the necessity of maintaining still bur- 
densome inventory positions and also from still sub- 
stantial capital requirements. 

Though total working capital of corporations re- 
mains high, standing at around $84 billion, about 
$1.5 billion higher than at the end of 1951, liquidity 
is not so impressive. Cash and government bond 

















Stocks Paying Cash and/or Stock Dividends 


(and Those Split Less Than 2 for 1 ) 


Companies Which Have Changed 
Dividends Since July Ist 1952. 











Address.-Multigraph 
American Bosch 
Amer. Car & Fdry. 
Amer. For. Power 
Amer. Mach. & Fdry. 
Amer. Metal 
Amer. Optical 
Amer. Seating 

|| Ashland Oil 
Beneficial Loan 
Black & Decker 
Bohn Aluminum 
Booth Fisheries 
Budd Co. 

Cerro de Pasco 
Cinn. Gas & Elec. 
Colgate-Palmolive 
Columbia Pictures 
Cont. Copper 
Cooper-Bessemer 
Cornell-Dubilier 
Crucible Steel 
Derby Oil 

Dow Chemical 
Eagle-Picher 












| 


Eastman Kodak 
Elgin Natl. Watch 
Evans Products 
Ex-Cell-O 

Food Fair Stores 
Gaylord Container 
General Dynamics 
General Refractories 
Grand Union 
Greenfield Tap 
Hershey Choc. 
Houston Oil 

Hunt Foods 

Int. Bus. Mach. 
Kaiser Alum. 

Lane Bryant 
Merritt-Chapman 
Mission Corp. 
Moore-McCormack 
Mullins Mfg. 
National Bellas Hess 
National Gypsum 
National Linen 
Newmont Mining 

| Panhandle Oil 
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| Pittsburgh Coke & Chem. 


Pittsburgh Forging 


| Pittsburgh Steel 





Plymouth Oil 
Publiker Ind. 
Remington Rand 
Reynolds Metals 
Ritter Co. 

Roan Antelope 
Rohm & Haas 
Ruberoid 

St. Joseph Lead 
Savage Arms 
Sheraton 

Skelly Oil 

Stand. Oil Ind. 


| Stand. Steel Spring 





Stokely-Van Camp 
Sun Oil 
Transamerica 
Trans. & Wms. 
Truax-Traer 

Twin Coach 
Visking 

White Motor 
Wilson-Jones 





Increases 


Decreases or Omissions 





Barber Oil Corp. 


Central and South West Corp. 


Fairchild Engine & Air. 
Mahoning Coal R.R. 

N. Y. State Elec. & Gas 
Potomac Elec. Power 
Southern Natural Gas 
Spencer Chemical 
Texas Utilities 

United Gas Corp. 
Winn & Lovett Groc. 





Acme Steel 

American Sumatra Tob. 
Bigelow-Sanford Carpet 
Chicago Yellow Cab 
Consolidated Grocers 
Continental Steel 
Crown Cork & Seal 
Doehler-Jarvis 

Firth Carpet 
Follansbec Steel 
Granite City Steel 
Macy (R. H.) 

Magic Chef 

Mohawk Carpet 
Peabody Coal 
Reynolds Spring 
Robbins Mills 

Ronson Art Metal 
Spencer Kellogg 
Spiegel 

Textron 


| United Paramount Theatres 
| U. S. Smelt. R. & M. 


| 
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Comparison of Earnings and Dividends—40 Representative Companies 
COMPANIES WITH NARROWING PROFIT MARGINS COMPANIES WITH INCREASED OR STABLE PROFIT MARGINS 
195] ——— —6 months 1952_— 1951 —6 months 1952 
Net Per Div. Per Net Per Div. Per Net Per Div. Per Net Per Div. Per 
Share Share Share Share Share Share Share Share 
Abbott Laboratories $2.76 $1.95 $1.13 $1.00 Allied Chem. & Dye... $4.58 $3.00 $2.33 $1.20 
American Rad. & S. S. 2.16 1.50 50 .50 Bendix Aviation 5.58 3.00 3.51 1.50 
American Tobacco 5.57 4.00 2.00 2.50 Bliss (E. W.) 2.01 1.00 1.65 50 
Bohm Alum. & Brass 2.71 ¥37 82 .66 Carrier Corp. .......... 3.88 1.00! 5.64 70 
Cluett Peabody 4.37 2.25 1.08 1.00 Cinn. Mill. Mach. ... 4.75 2.05 3.77° 1.00 
Commercial Solvents .. 2.22 1.25 .06 50 Clark Equipment 7.84 2.85 4.92 1.50 
Elec. Storage Battery 4.06 2.50 1.01 1.00 General Amer. Transp. 5.76 3.50 2.85 1.50 
Felt & Tarrant Mfg. 2.63 2.00 45 .40 General Dynamics 4.53 1.00 2.46 1.00 
General Time . : 5.48 3.001 1.47 2.00 Grayson Robinson Stores 1.60 1.00 97 50 
Georgia-Pacific Ply. 3.53 1.50 86 75 Industrial Rayon ....... 5.34 3.001 2.47 1.50 
Glidden Co. .. 3.65 2.25 1.22 1.00 Ingersoll Rand 9.80 6.00 4.88 1.50 
Heyden Chemical 1.92 1.00 35 50 International Nickel . 4.18 2.60 2.23 1.00 
Liquid Carbonic 2.94 1.20 52 70 International Salt 5.32 2.50 2.44 1.00 
Mengel Co. . — 2.56 1.75 .65 .50 National Supply 7.13 2.00 3.24 1.50 
Minn. Honeywell Reg. .. 3.16 2.25 96 1.00 Phillips Petroleum 5.11 2.30 2.70 1.20 
National Container .... 3.09 90 .66 .50 Sperry Corp. 5.36 2.00 3.23 1.00 
Pacific Mills .......... 94 2.00 .60 1.00 Stand. Oil N. J. 8.72 4.12 4.38 2.00 
Rheem Mfg. .......... 3.78 2.40 1.03 1.20 United Aircraft 4.06 2.00! 2.50 1.00 
Sharon Steel .......... : 8.06 3.50 86 2.00 United Air Lines... 3.58 1.50 1.43 50 
Twentieth Century-Fox 1.47 2.00 35 1.00 Weston Elec. Instrument 4.69 2.00 3.40 1.00 
1—Plus stock. 1_Plus stock. 
°—24 weeks ended June 14, 1952. 
[neieaieaiianenienie oimneenenetiiemnients cine omni 











holdings are about 57% of current liabilities, com- 
pared with 58% at the end of last year, but severely 
off from the 74% recorded at the end of 1949, the 
highest since the end of World War II. It is obvi- 
ous, therefor, that corporations must improve their 
liquid assets position before they can again become 
unduly liberal with dividends, this being especially 
true in view of the lessened profit margin. 


Recapitulating, the dividend trend is commenc- 
ing to turn moderately downward for manufactur- 
ing industries; the trend for utilities and communi- 
cations is still favorable; and the trend for railroads 
is extremely variable, depending on the position 
of individual roads. Generally speaking, the roads 
which have produced the most successful earnings 
record during the war are still in a position to main- 
tain dividends at a high rate. Most of those which 
have been able to pay only small dividends, however, 
have not as yet developed earning power sufficient 
to place their dividends in an assured position. 


Increasing Stock Dividends 


As a subsidiary trend in dividends, an interesting 
development has been the increase in the number of 
stock dividends, either in lieu of cash or in addition 
to small regular cash disbursement. Managements 
pursuing this policy feel that the stock dividend 
method of payment preserves working capital, at 
the same time that shareholders benefit from sus- 
tained earnings. About 80 companies (see table) 
are now paying stock dividends, or stock and cash 
dividends. More are expected before the end of the 
year. 

As the year draws to a close, investors are inter- 
ested in the prospects for year-end or extra divi- 
dends. In the past few years, such dividends have 
become a feature and have become almost as regular 
as the regular dividends themselves. On accqunt of 
lower profits margins and lessened liquidity, it is 
probable that the total of year-end and extra divi- 
dends will not equal those of 1951. On the other 
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hand, there are still a considerable number of com- 
panies with profit margins equal to that of 1951, 
and in some cases, even greater. It is among these 
companies that prospects for extra dividends are 
best. In the accompanying table, we have listed 20 
companies whose earnings have advanced against 
the general trend in the first half of the year. Most 
of the companies listed in this table have shown an 
exceptionally wide coverage for their dividends, 
ranging from 10% to 800% in the case of Carrier 
Corp. Most of them are in a position to increase divi- 
dends, one way or another. 


Greater Needs for Working Capital 


The adjoining table, listing 20 companies with 
narrowing profits, shows that their coverage for 
dividends is inadequate. Earnings were either under 
the amount needed to pay dividends for the period, 
or only slightly above. In any case, unless earnings 
can be raised in the balance of the year, it would 
seem that many of the companies listed in this 
group will fail to earn their dividends, or at the 
best, just about earn them. 

It is also important to recognize that the earnings 
of the majority of these companies have been in a 
downtrend since the end of 1950. In some cases, how- 
ever, the narrowness of earnings over dividends is 
somewhat modified by a strong financial position. 
In such instances, dividends could be continued for a 
time despite the poorer earnings. Among the com- 
panies in this group which are in the strongest fi- 
nancial position are: Cluett Peabody, Electric Stor- 
age Battery, Felt & Tarrant, General Time, Glidden, 
Heyden Chemical, and Liquid Carbonic. 

Among the companies with a small margin of 
profit or none at all over dividends for the first six 
months of 1952 were: American Radiator, American 
Tobacco, Commercial Solvents, General Time, Hey- 
den Chemical, Liquid Carbonic, Minneapolis Honey- 
well, Pacific Mills, Rheem Mfg., and Sharon Steel 
Company. 
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— DO THEY AID OR HINDER EARNINGS? 
By J. C. CLIFFORD 


4. is a source of satisfaction to investors, 
and to those people generally who believe in the free 
enterprise system, that the unprecedented industrial 
expansion since Korea is being conducted for the 
most part by private industry, and only in excep- 
tional cases by government. Moreover, it is being 
financed through private sources through industry 
and bank funds, with only limited dependence upon 
government guarantees or direct government and 
R.F.C. loans. 

Most important among the financial incentives for 
the capital outlays on new plant and equipment is 
the five-year tax amortization provided by Congress, 
similar to that in effect during World Wars I and 
II. Under this law, the Defense Production Admin- 
istration may grant certificates of necessity in con- 
nection with the construction of new plants and au- 
thorize the owners to amortize or write off, for tax 
purposes, specified portions of the cost over a five- 
year period. 

Ordinarily, industrial plant and equipment is 
depreciated on the books over much longer periods, 
ranging from ten up to twenty or thirty years or 
even more. In the case of plants which are needed 
primarily for war production, however, and whose 
postwar value may be limited and uncertain, the 
privilege of five-year amortization is granted as an 
inducement to expand rapidly, and as a protection 
against values falling rapidly when the emergency 
demand has passed and the enlarged capacity is 
found excessive. 

There has been considerable misunderstanding of 
the law permitting rapid amortization of certain 
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facilities (usually only specified portions oj| 

the cost thereof, for tax purposes) which’ 

may be only natural in view of its somewhat 

technical character and the fact that the 

general public is not well versed in the sub- 
jects of corporate taxation or accounting. It has even 
been misrepresented as constituting a “gift” of the 
plant to the corporation, or at least a “saving” of 
taxes—neither of which is essentially true in the 
long run. 


What the Law Permits 


Actually, all the law does is to permit part of the 
cost of the emergency facilities to be charged off in 
a shorter period of years than usual, which means 
that taxes payable in those years will be less than 
otherwise. By the same token, as soon as the cost is 
fully charged off, the taxes payable will rise, and 


thereafter will remain high. Thus it does not mean} 


evading or avoiding taxes, but merely postponing! 
them. Of course, if in later years the Federal income! 
tax rates should, happily, be lowered, the corpora-| 
tion would benefit to that extent; but on the other 
hand, tax rates might conceivably be raised even 
higher, in which case the corporation would have 
been better off to have saved its allowable deduction 
of depreciation when computing its later tax returns. 

Nor is the plant financed by “government money”; 
it must be paid for by the owner corporation. There 
is no way in which such cost will be recovered, ex- 
cept through the earnings, if any, over the course of 
five years. At the end of that time the plant may or 
may not still have real and substantial value to the 
corporation; in any case it will no longer contain 
any depreciation to charge against operating earn- 
ings, and presumably will have been written down 
to only a nominal value on the balance sheet. 
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Applicatiens for emergency amortization since 
Korea have been made on new plants to cost approx- 
imately $31 billion. Certificates of necessity have 
been granted for $21 billion or about two-thirds of 
this total, covering some 13,000 plants, but the 
certificates authorize the five-year write-down to be 
applied to only $12 billion of such cost. The accom- 
panying table lists a representative though very 
small sample of the companies that have been 
granted substantial amortization privileges, together 
with pertinent data regarding their stocks. 

These industrial and mining companies, plus a 
railroad and public utility, are illustrative of thou- 
sands of other companies. For American business 
as a Whole, almost one-half of the all new plants 
started since Korea, based on dollar cost, have been 
included in the facilities certified for rapid amortiza- 
tion. Thus the program really dominates the in- 
dustrial picture and calls for careful analysis of its 
impact upon the companies and other investors. 


Several Questions Raised 


Several of the major questions raised may be dis- 
cussed under three main categories, dealing with the 
effects of the vast plant expansion program upon 
(1) the physical properties, (2) the financial condi- 
tion as judged by the income account and balance 
sheet, and (3) the actual cash inflow and outflow 
of the business. a 

In the case of (1), the physical properties, it is 
generally agreed that new and modern plants con- 
stitute a valuable asset to any company, because of 
increasing its productive capacity and permitting 
more efficient and lower cost operations. They 
usually tend to give it competitive advantage over 
other companies in the 





Representative Companies Granted 
Five-Year Amortization 





Net Property Net Property 





Value Value 
1941 1951* 1941 1951* 
(Millions) (Millions) 
Armour & Co....... $141.5 $161.3. Monsanto Chem. 34.6 129.5 
Celanese Corp..... 54.2 171.7 ‘Phillips Pet. Co... 179.0 558.0 
Freeport Sul. Co. 4.6 11.9 Reynolds Met.Co. 29.6 99.9 
General Elec. Co. 80.2 318.7‘ Tenn. Gas Tr. Co. 61.21 427.2 
Int. Paper Co. ..... 133.0 197.9 U. S. Steel Corp... 1,106.9 1,571.3 
L-O-F Glass Co. .. 16.1 31.9  Weyhsr. Tim. Co. 28.4 125.7 





1_Pro forma 1945. 


*—5-year amortization only since “Korea”. 


Net Income and Dividends of All 
U. S. Corperations 
(In Billions of Dollars) 

















Net Dividends % of Net Retained 
Year Income Paid Income Income 
1946 $13.9 $5.8 42 $ 8.1 
1947 18.5 6.6 36 12.0 
1948 20.7 7.2 35 13.5 
1949 16.3 7.5 46 8.8 
1950 21.2 9.0 42 12.3 
1951 18.7 9.0 48 9.6 
1952 Est* 9.3 53 8.4 























In judging (2), the financial effects of the plant 
expansion, it is a mistake to assume, as has fre- 
quently been asserted, that this will be favorable, 
for such is not the case. On the contrary, the in- 
come account will suffer because of the larger de- 
duction of depreciation charges, which will reduce 
correspondingly the balance before taxes. Likewise, 

the balance sheet will suf- 





same field which do not 
choose to expand. 
At the same time, a large 


Tax-aided expansion now $21.3 billion... 


fer in liquidity because of 
converting cash and other 
current assets into slow as- 





a 
Billions of Dollars 
(Cumulative) 


increase in productive ca- 
pacity, such as now de- 


sets, and possibly by having 
to finance part of the plant 
outlay by current or long- 





manded by the government 
as an essential part of its 
enlarged national defense 
procurement, is ordinarily 


term borrowing. 
Of course, these changes 
which are unfavorable in 





a cause for misgiving and 
concern, because of its in- 
vitation to overproduction 
and depression. Experience 
has shown these dangers to 








character may be only small 
in degree, relative to the 
rest of the balance sheet. 
For all U. S. manufactur- 
ing corporations, number- 
ing about 117,000, the 











be very real. One pertinent oS Acer ei ae oa 


charges for depreciation in 





question is whether the new 
plants will replace old and 
high-cost plants, or merely 


1951 amounted to approxi- 
mately $4.4 billion. This 








...a$ rapid write-off allowances decline 


huge sum, however, repre- 
| sented only slightly over 
2% of their total operating 










boost total capacity. An- ep rer 
other is whether new 
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currently being offset large- 
ly by a reduction in such 
(Please turn to page 45) 
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By E. K. T. 














drop 
TIPOFF, if any were needed, as to where leaders of son-Sparkman ticket is to be supported. The League er 
organized labor will attempt to throw the voting is an adjunct of American Federation of Labor. It taki 
strength of the unions will be found in announce- has 300,000 members. But the important aspect is 
ment by the Maryland State and District of Colum- _ that it’s the political unit of AFL closest to national 
bia League for Political Education that the Steven- headquarters in Washington and feels the impact of . 
major policy decisions before they trickle down to Lo x 
» branches operating elsewhere. have 
ror 
WASHINGTON SEES: SENATOR NIXON’S remarkable performance on tele- days 
vision in which he answered critics of the $18,000 fund medi 
Because the outcome of Senate contests may de- he received from private Californian supporters went cronies 
cide the Presidential political race, especial atten- far towards dispelling the suspicion with which the si 
tion is being devoted to them and the financing iste eens’ Bo vice- a. had site 
: : : een surrounded ever since the original disclosures albe. 
will be heavy—so heavy, in fact, that Congres by a New York newspaper. Further, and more im- 
sional committees already are looking in on the portant, it convinced General Eisenhower, and the 
evidences of expenditures. Republican leaders, that not only was Senator Nixon 
The circumstance that the country has not been vindicated against the charges but that the entire raw ! 
without a White House occupant running for re- famous case would prove a boomerang so far as the comm’ 
election in 20 years and because each of the big Democratic party was concerned. than 
‘ — “ts ul Mr. ] 
Party niorsapetatees a — pag ede walle § FARMERS this year will pay a record total of $775 ein 
his own” serves to de-centralize the fight. There million in local and state real estate taxes, the U. S. P 
are state races which could overshadow the main Department of Agriculture estimates. This is 5.4 to tl 
run. per cent more than they paid last year, establishes 
For example, in Massachusetts the Lodge-Ken- the high mark of all history and reflects the seventh 
nedy fight pits two of the best known names in annual increase since the end of World War 2. Al- ie 3 
Z : though farm lobbyists are making much ado about a * 
the Bay State and the outcome is hard to predict. the percentage figures, agricultural acreage is not broa 
Neither will lose for lack of financial backing. being tapped for increases in larger proportion than long 
Symington is generally picked to unseat Kem in that which has applied to urban lands. And, it’s of m 
Missouri. And their backers haven’t passed the pointed out, farm-to-market road expanse has in- dipl 
tin cup. The two-way race in Connecticut—Benton creased, days 
and Purcell for the six-year term, and Ribicoft DIFFICULTY facing both Presidential nominees seems 
and Bush for the four-year unexpired term of the to center about their vice presidential running mates 
late Brien McMahon—arrays four candidates all —which neither selected but. each agreed to accept in t 
of whom are well able to pay their own way. in advance of the convention balloting. Senator a 4 
: ; : é Sparkman is costing Governor Stevenson votes in yr 
There will be no tightening of the purse strings the big cities of the north where FEPC and other part 
in the Knowland-Jackson battle in California or civil rights legislation counts heavily. He has a “lib- fise 
where other crucial fights are waged. Senatorial eral” record in Congress, but some groups look with coun 
winners are more likely to carry the new President suspicion upon any southern Senator. Senator Nix- ‘ne 1 
bs tiiegied vations. on’s involvement in financial aid from persons out- ——- 
side the government is distressing General Eisen- of t. 
FE _,  @éi+OWeL—more than it would a “professional.” Stat 
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The Reconstruction Finance Corporation, set up 
to relieve outfits suffering from business depression is, 
itself, in what at least is recession. Business has dropped 
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qualifications fixed for a good risk are stringent, but 
that isn't the trouble, say agents of the lending bureau. 
What is slowing trade is the fact that any company doing 
business with RFC runs the risk of bothersome Congressional 
inguiry. A few spotty situations made the legislators 
suspicious and although the props have been strengthened 
they still give the fishy eye to RFC. 














A recent study, says one unofficial but informed 
appraisal, showed that the RFC spent about 12 times as 














to the amount of money lent. Its cost of servicing, the 
report continues, runs four times higher than similar 
outlays by banks. Reason ascribed is that payroll and costs 
of "plant" maintenance couldn't be reduced to match the 
drop in business. RFC figures it must keep its doors open even during a lull, "just in 
case." But even Administrator Harry McDonald agrees private lending institutions are 
taking care of just about every application RFC could consider within the law. 























Dwight D. Eisenhower has stuck his political chin out and the blows may begin 








have pleased the physicians (who are behind his candidacy anyway) but it left him open 
for the precinct headquarters type of question: "Look who's talking!" Since teen-age 
days when he entered West Point, Eisenhower has been the beneficiary of a socialized 
medicine system and his family came along later to Share it. Of course the general didn't 
create it and, infact might be disciplined -- at least in his earlier military career -- 
If he sought to avoid it. But politics being what it is, there will be unfavorable, 
albeit unfair, reaction. 
































Comments by CBS Board Chairman William S. Paley that "creeping shortage" of 
raw materials in this country is of worldwide significance in the fight against 
communism didn't escape official attention. Fact is that Paley supported an idea rather 
than created one; concern over the situation already was being registered in high places. 
Mr. Paley's thoughts naturally ran principally to the field of communications and he 
pointed to the readily provable truth that chained countries are willing to lend an ear 
to the message of democracy if ways can be found to transmit it. 























While the validity of Mr. Paley's comments on communications is not disputed, 
the National Security Resources Board goes beyond his arguments, views the problem ona 
broader scale. The fundamental poser arises from the fact that the United States no 
longer is an exporter of numerous basic industrial materials, has become an importer 
of many. Dependence on other countries boosts the matter from the purely economic to the 
diplomatic, ties in the subjects of money and materials much more closely than in the 
days of straight buyer-seller transactions. 
































The high cost of Federal government seems likely to top other apparent issues 
in the Presidential campaign. The candidates thus far are sparring. Senator Harry F. 
Byrd of Virginia, probably the only member of Congress who is totally independent of 
party label points out that budget figures are meaningless. Also, Senator Byrd is 
fiscally informed and his comments in that field are taken at full weight, not dis- 
counted. The Virginian's calculations add up to the startling and staggering fact that 
the Federal government will have $164 billions to spend this year. All the construction 
of the past 10 years, or the current worth of all trucks and pleasure cars in the United 
States wouldn't top that figure! 
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Question often is raised as to how it's possible to get rid of so much money. 





The answer is found in a large sense in the fact that there are 2.5 million persons on 
the Federal payroll today, being paid and paying out to companies servicing the Govern- 
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months. That means 4 million individuals are helping solve the problem of how to disburse 
$164 billions in a single year. 














Waste is an important aide to the manpower involved in the spending job. 
Obsolete procedures, duplicating effort, and plain old-fashion red tape are contributors. ‘ 
There's little incentive for one administrator to save a few dollars when he knows Be: 
another across the street will waste it. One agency recently found it necessary to 
dismiss 32 employees in order to meet budgetary requirements. The cost of these 32 
dismissals exceeded $10,000 -- $312 per person! Another agency had to "separate" 164 
persons. It took five months to carry out the project, meanwhile 399 employees resigned, 
and only 25 persons actually were dismissed. Direct cost, $33,500; indirect cost, 
$125,000. . 





























Pegemeense 


If Senator Taft can bring his mid-Western strength into the Eisenhower camp 
the general is "in," it's agreed by the more objective viewers of things political. 
Oddly, the Ohioan, who can't win for himself could win for a rival. Old-timers in the 
political game are warning Eisenhower not to count too much on the southern "revolt." 
The governors of South Carolina and Texas like Ike but they haven't been able to generate 
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point that both states will follow an historical bent. Therefore, Eisenhower must look 
elsewhere and Senator Taft conceivably could furnish the answer. % 











Management, seeking causes of increased operating costs, may very well put on 
the brakes before a copy of the recent Commerce Department report on individual incomes. 
It shows that the average person made 10 per cent more (before taxes) in 1951 than he 
made in 1950 -- from $1,439 to $1,584. Largest increase was Arizona's 23 per cent; 
highest average earnings per person was in the District of Columbia -- $2,095. States 
which rated high in point of percentage increase included South Carolina, New Mexico, 
South Dakota; following "DC" on the dollar level were Delaware, Nevada, Connecticut. 
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National Association of Home Builders of the United States reports that 60 per of por 
cent of America's families own their homes whereas 10 years ago the converse was true urgen 
and 60 per cent of the families rented their dwelling space. Department of Commerce to th 
figures show that 20 million families in this country own their homes today. Increased ~—— 
income and available financial aid to veterans particularly, but not exclusively, has ei 
put home ownership within reach of millions who formerly foresaw the accomplishment ousne 
only as an aspiration, is the explanation. East, 

forcet 

Whatever else may be said for, or against, the two candidates for the ne 
Presidency, neither lacks personal courage. General Eisenhower walked into an AFL poten 
convention which he knew was hostile to his program and told the delegates he wouldn't Fo! 
go along with their idea of repealing the Taft-Hartley Act but would consider amendments spent 
(which Senator Taft has said right along was okay with him); Gov. Stevenson is preparing and 1 
to invade Wisconsin where Senator McCarthy's primary vote of confidence would make men ae 
of lesser will-to-fight shrink. ing, 1 

for 1! 

Secretary of the Treasury Snyder believes the nation has a real rather than a tion 
"war prosperity". To support his statement, he sets forth that in his opinion Cana 
the big backlog of personal savings is a solid pillar under the economy. He also ese 
cites the growth of private enterprise since the end of World War II, pointing out such 
that manufacturing capacity is 50 per cent greater; steel capacity is up 20 per the J 
cent, and electric capacity has increased by 50 per cent. Underlying all this In 
seems to be an effort to give the accolade to the Truman Administration for what strike 
general business has accomplished in a period when pent-up civilian Gemand was being and | 
satisfied and bolstered by armament spending as a result of Korea. , 
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By HAROLD DUBOIS 


? 

a the end of World War II, the foreign 
policy of the United States has been directed toward 
redressing the political and economic world balance 
of power in favor of the West. This has become more 
urgent not only because of the vast access of power 
to the Communist bloc but, of equal importance, 
because of the manifest weakness of that part of the 
world—excluding the North American continent—not 
under Soviet control. Growing awareness of the seri- 
ousness of the problems facing Europe, the Near 
East, Southeast Asia and, even, South America has 
forced the United States to unprecedented efforts to 
shore up the military, economic and political strength 
of governments considered favorable, actually or 
potentially, to our cause. 

For its own defense, the United States has already 
spent $165 billion since the end of World War II 
and in the next few years will spend an amount 
nearly equivalent. At the same time, the defense 
expenditures of the vulnerable regions are mount- 
ing, those of Western Europe alone, $13.9 billion 
for 1952-53. Despite all these efforts, the basic posi- 
tion of the free world, outside our own country, 
Canada, and several smaller nations, such as Swit- 
zerland, Holland and the Scandinavian countries, 
remains insecure, although improved as a result of 
such accomplishments as the Marshall Plan, NATO, 
the Japanese Treaty and Pacific Pact. 

In order to see where we stand, it is desirable to 
strike a balance between our international assets 
and liabilities, and thereby determine how success- 
fully our own security is being safeguarded. For it is 
obvious that if the power-balance of the world should 
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shift against us to a 
greater extent than at 
present, war would be- 
come inevitable. Hence, 
it is of the utmost im- 
portance that we increase 
our strength in the world 
at the same time that we 
do all in our power to 
limit the growing ag- 
grandizement of the 
Communist bloc. This is 
the only guarantee of 
peace. 

Aside from the brutal 
Soviet threat to our free- 
e dom as a nation, there is 

the overwhelming fact 
that we have become vul- 
nerable since we are now 
dependent on many parts 
of the world for all or 
most of many vital raw 
materials. Some of these 
are indicated in the 
accompanying map. 
Clearly, it is a matter of 
the greatest concern that 
we have full and free ac- 
cess to these products, if 
our factories are to run 
smoothly. Yet, it cannot 
be said that, under exist- 
ing world conditions, we 

3 have safe and secure ac- 

cess to these materials. 

In large sections of the 

world, there has been a 
lessening of faith in democratic institutions and a 
proportionate rise in often violently expressed na- 
tionalism, in many cases not too different from 
communism itself. Hundreds of millions in Asia are 
seeking a way out of their immemorial poverty and, 
lacking effective non-communist leadership, are vul- 
nerable to Soviet blandishments. 


The Trouble Spots 


The areas most immediately threatened by com- 
munist aggression or subversion are in Southeast 
Asia and the Near East; and, regardless of a pos- 
sible truce in Korea, it is likely that South Korea 
will remain exposed to the communist North Koreans 
and to Red China. Indo-China is far from being 
secure and the French are being bled by the long 
and costly war. Failure to hold Indo-China would 
automatically threaten Burma, Malaya, Ceylon, Siam 
and would pose a serious threat to India, which has 
by no means as yet solved its enormous economic 
problems. 

A glance at the map will show the powerful posi- 
tion which the Communist bloc occupies. This gigantic 
area with a population of 800 million contains most 
of the natural resources needed for a modern indus- 
trial civilization. The welding together of such a huge 
population into a single bloc, economically and mili- 
tarily, in itself dangerous to the free world, has 
the further potentiality of attracting into its orbit 
those nations which lie on its perimeter. This means 
that all the nations contiguous to the Communist 
bloe are to some degree (Please turn to page 46) 
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WORLD POLITICAL AND 
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Rubber—100%, Wool-75%, 
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NEUTRAL BUT NOW LEANING TO U.S. 
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TROUBLE SPOTS 
CENTRAL AND 
SOUTH AMERICA 


ore general’ 
weak economically) 


Argentina — Weak eco- 
nomically; hostile U.S. 
Brazil — Economic prob- 
lems; strong govern- 








ment 
Colombia — Semi-dicta- 
torship; nationalization 
Chile — Semi-dictator- 
3 ship; nationalization 








labor troubles 4 
Guatemala — Strong com- 
munis? infiltration 
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WESTERN EUROPE 
(Improved economi- 
cally but outlook un- 
certain without U. $. 

aid) 


Britain — Inflation prob- 
lems; possible labor 
government 1953 

France — Inflation prob- 
lems; Pinay govern- 
ment insecure 

Holland — improved 
politically and econom- 

: ically ? 


4 





Pp 
politically and econom- 
ically 

Belgium — Improved 
politically and econom- 
ically 

West Germany — Improved 
politically and econom- 
ically 


COMMUNIST BLOC 

Self-contained except 
for rubber, jute, cot- 
ton, copper, oil. 


SOUTHERN EUROPE 
(Strongly Pro-U.S.) 
Italy — Improved politi- 
cally; weak economi- 

cally 

Greece — Improved politi- 
cally; weak economi- 
cally 

Turkey — Sound economi- 
cally and politically 

Yugo-Slavia — Weak eco- 
somically; Pre-U.S. 


DANGER SPOTS 
SOUTHEAST ASIA 
(Undeveloped areas; 
need economic aid) 
Indo-China — French 

drained by war 
Malaya-Burmo — Un- 
settled 
Ceylon—Pro-soviet 
Indonesia — Friendly to 
U.S. and U.S.S.R. 
India — Neutral, but 
communists stronger 


DANGER SPOTS 
NORTH AFRICA 
(Strong nationalistic 
trend) 
Egypt—New strong gov't; 

anti-westera 
Tunis — Strong reaction 
against French 
Morocco — Strong reac- 
tion against French 
Algeria — Strong reac- 
tien against French 


NEAR EAST 
(Anti-colonialism 
sweeping area) 
~ * Anti-Britain and 

U 


Lebanon — Pro-U.S. but 
restive 

Syria — Pro-U.S. but 
restive 


Siam—U.S. Ally 


























Israel — Economic 
troubles; Pro-U.S. 

Jordan—Friendly to U.S. 

lraq—Friendly to U.S. 
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Investment 
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To Secure Regular 


dends. These payments, 
coming in between con- 
siderable lapses of time, 
throw the investor off 
his stride. Unless he is 
a sort of a super-human 
individual, dividend 
checks, coming practi- 
cally all at one time of- 
ten give him the idea 
that he is a Croesus 
with the result that in 
these flush periods he 
either overspends or 
commits himself to pur- 
chases that in the lean 
days develop into a 
heavy load to tote. It is 
much more desirable to 
spread investment re- 
turns as much as pos- 
sible over the year. 
Aside from making bud- 
get problems easier, it 
provides a sense of 
greater stability to the 
individual. 

Our approach to this 
subject has been from 
the standpoint of the ac- 











tive man or woman who 














is not altogether de- 











pendent upon income 




















return from invest- 

















ments to meet expenses. 





i a a good many 
years now we have, from 
time to time, delivered 

what could very well be called sermons, taking for 
our text “the desirability of a regular monthly in- 
come from investments.” 

The advantages accruing to investors who work 
along these lines are many, and while there is a 
natural tendency to put income return as first in 
order of importance, an intelligent study of the idea 
will disclose other highly valuable facets to the plan. 

But to put first things first. Investors, after all, 
are just people who, today, as in the past and in 
the future, can utilize all the income they can develop 
by work of head or hand, plus that from their in- 
vestment funds, for the purpose of meeting their 
obligations and having something remaining to go 
toward building an estate. This never has been an 
easy task and it is made more difficult by the condi- 
tions under which we live today. Over and above the 
expenditures necessary to carry on from day to day, 
there are the many obligations to be met which, 
through most of each year, seem to come due at most 
inconvenient times. 

The peculiar thing about it all is that the indivi- 
dual with an investment income supplementing his 
salary or professional fees is in tighter straits at 
times than the fellow who has nothing else to rely 
on other than his weekly, bi-weekly or monthly earn- 
ings. One common reason for this is the irregularity 
of the receipt of the investor’s interest and divi- 
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By WARREN BEECHER 


For those who are de- 
pendent—the widow, the 
incapacitated and those 
having an income from 
pensions—their invest- 
ment funds should be placed so they will receive—so 
far as possible—a regular average monthly return 
in place of odd sums spasmodically. Those in the 
latter group, however, for the purpose of boosting 
income, necessary as it may be, should not put all 
their funds into common stocks. A good program for 
them to follow would be to have about 30% of in- 
vestment funds in high-grade, readily marketable 
bonds, 20% in Government issues and in savings 
banks, the latter as an immediate source of cash in 
emergencies. The balance, 50%, could be employed 
in the purchase of such stocks as we have brought 
together in either of the tabulations set forth as a 
part of this article. 


Promotes Greater Stability 


But, as we have already inferred, this idea of es- 
tablishing one’s investments on such a basis has other 
merits. It is actually planned investing and therefore 
goes a long way toward reducing or eliminating 
hap-hazard decisions of buying or selling. In other 
words, the investor, pursuing this course of invest- 
ing almost automatically has a better knowledge of 
each stock in his portfolio and in having this he has 
a greater degree of control over his investments and 
is constantly alert to changing conditions having a 
bearing on any one of his holdings that may be for 
better or worse. Here, too, then, we have stability 
inasmuch as the constant flow of dividend checks in 
every month of the year makes of one’s investments 
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a very much alive project, in contrast to the ten- 
dency to neglect or overlook individual stocks in 
the portfolio during the lulls between dividend 
checks when they are delivered in bunches, so to 
speak, instead of being spaced out as they are under 
the monthly plan. 

For the benefit of readers who might like to adopt 
this method of establishing an income from their 
investments on an average monthly basis, we pre- 
sent two groups of stocks, selected first on their 
records of earnings and dividends and then on 
their dividend yields at current market prices, and, 
thirdly, so that the dividends of all companies in 
the group would be spread over the year’s entire 
12 months. 


Two Groups of Suggestions 


The first group is compiled for the investor desir- 
ous of creating an average monthly income of $100 
and is also suitable for incomes up to $200 monthly. 
It is made up of the common stocks of five compa- 
nies operating in diversified fields and whose earn- 
ings over a long period of years, including those 
when general business was depressed, have furnished 
ample coverage of dividend requirements. As a mat- 
ter of fact, in making the selections for this group 
more weight has been given to dividend maintenance 
than to any other factor. We aimed, so far as it is 
given for any one to do so, to keep the list free of 
any element of speculation as to dividend, and for 
this reason shunned stocks currently yielding 8 or 
9 per cent, inasmuch as such high yields in them- 
selves throw caution signals into operation. What 
we have tried to embody in our selections are issues 
possessing dividend stability and at the same time 
rank high from the standpoint of safety of principal. 
No consideration has been given to their long-term 
growth possibilities, although none of the selections 
comprising the $100-a-month-income group is devoid 
of such potentialities. We think our readers will find 
the tabulation which we present herewith self-ex- 
planatory. 

The second tabulation incorporates 15 common 
stocks, also selected for safety of principal and sta- 
bility of dividend to yield a monthly average income 
of $400. It will be noted that in contrast to a yield 
of approximately 5.6% on the total investment in 
the 5 stocks making up the $100 a month group, the 
return on the larger group has been held to approxi- 
mately 4.8%. For investors with comparatively large 
funds seeking employment even a slight augmenta- 
tion of income is apt to place them in a much higher 
income tax bracket. With this in mind, we have en- 
deavored to confine our selections to issues ranking 
high on the basis of stability of dividends and which 
merit the attention of large investors who, because 
of their income tax status, are equally interested in 
capital growth. 

Both tabulations, of course, can be modified to con- 
form to the requirements of the individual investor. 
By simply increasing or decreasing the number of 
shares of each issue in either group a greater or 
smaller monthly income can be obtained. Additions 
to or deletions from the lists are not recommended 
because such action will alter the amount of dividend 
received in each month. Substitutions can be made 
and still preserve the monthly payment idea, how- 
ever, provided the stocks substituted pay the same 
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Investment for Monthly Income 
Yielding Approximately $100 each Month (Also to $200) 





No. of Annual Quarterly 

Shares Cost Income Income 
Genl. Am. Trx. 100 $ 5,725 $ 350* Jan.-Mar. $315 
Gen’'l. Foods 100 4,975 240 Apr.-June 315 
Natl. Dairy 100 5,450 300 July-Sept. 315 
Pacific Ltng. 100 5,175 300 Oct.-Dec. 365 
U. S. Tobacco 100 1,987 120 


Totals 500 $ 23,252 $1,310* 


INCOME BY MONTHS 





Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. | 





$ 75 $ 75 $165 $ 75 $ 75 $165 $ 75 $ 75 $165 $ 75 $ 75 $215 














Annual yield on total investment 5.6%. 
*Includes year-end extra of 50c a share. This extra presuming 
it is paid this year, is included in total income and yield. 








Investment for Monthly Income 
Yielding an Average of $400 per Month 





Quarterly 











No. of Annual 

Shares Cost Income income* 
Amer. Gas & Elec. 100 $ 5,950 $ 300 
Amer. Tel. & Tel. 100 15,300 900 
American Viscose 100 6,350 200 Jan.-Mar. $1,200 
Atchison, Topeka 100 9,012 500 
Cleve. Elec. illum. 100 5,300 260 
duPont de Nem. 100 8,500 340 Apr.-Jun. 1,200 
Eastman Kodak 100 4,450 160* 
Gen. Am. Transp. 100 5,775 350+ 
General Elec. 100 6,150 300 July-Sept. 1,200 
Johns-Manville 100 7,350 300 
Phillips Petro. 100 5,550 240 
Socony-Vacuum 100 3,550 200 Oct.-Dec. 1,250 
So. Pacific 100 4,100 300 
S. O. of N. J. 100 7,5a9 300 
Union Carbide 100 6,350 200 


Totals 1,500 $101,262 $4,850 








INCOME BY MONTHS 








Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. 


$490 $115 $595 $490 $115 $595 $490 $115 $595 $540 $115 $495 
Annual Yield on Total Investment 4.8%. 

*Does not give consideration to stock dividend paid in each 
of the last five years. 

t—Includes 50c a share year-end extra paid in October. 


























rate of dividend in the same quarterly periods as 
those removed. 


A Methodical Investment Plan 


Our primary purpose in again dwelling on the 
subject of a monthly income from one’s investment 
funds is to renew the thoughts of those who have 
thought about the idea but have done nothing about 
it and to bring the plan to the minds of other in- 
vestors unfamiliar with it who are casting about 
for a more methodical way of investing, developing, 
at the same time, a regular monthly return on their 
investment funds. Our selections in the accompany- 
ing tabulations are presented as concrete sugges- 
tions but not with the idea that they should all be 
bought at once or now. They are presented for refer- 
ence purposes and as a guide to the investor as in- 
vestment funds become available and as market con- 
ditions warrant. 
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Editor’s Note: In view of the change in the cost- 
price picture for the natural gas industry, which has 
been resulting in a squeeze in profits, the companies 
have been compelled to demand higher rates from 
the Federal Power Commission, or state authorities. 
This article discusses the pros and cons of the situa- 
tion in addition to other important factors, and 
should be of value to holders of natural gas securi- 
ties. 


es gas and electric utility industries have 
been vying with each other to establish growth rec- 
ords during the post-war period. In 1951 total gas 
revenues were $2.2 billion, 14.4% larger than the 
previous year, with the number of customers in- 
creasing 4%. The electric utilities’ revenues gained 
only 9.3% and the number of customers 3.5%—thus 
gas surpassed its rival. Extending the comparison 
to the post-war period, gas revenues in 1951 were 
almost double those of 1945, while electric utility 
revenues gained only about 65%. 

The extraordinary postwar gains of the gas util- 
ity industry have, of course, been due principally to 
the building of pipe-lines to bring huge amounts of 
natural gas from Texas fields for distribution to 
northern customers, formerly served with manufac- 
tured gas. On the demand side, use of gas for 
house-heating has been important. The industry had 
made comparatively little progress during the 1930s 
when financing was difficult, or during the wartime 
period when steel could not be obtained in quantity 
to build pipe lines. Since 1945 both capita] and pipe 
have been available, and the industry has “gone to 
town.” 

There has, of course, been very little growth in 
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will Natural Gas 
Industry Continue Growth? 


— POSITION OF 17 COMPANIES — 


By 
ROGER 
CARLESON 





the manufactured gas section of the industry. Back 
in 1934 revenues from natural gas and manufac- 
tured gas were about even. In the following year 
natural gas pulled ahead and in 1951 its sales were 
$1,667 million compared with $363 million for man- 
ufactured gas, $177 million in mixed gas and $21 
million propane (liquefied petroleum). In the last 
two years revenues from manufactured gas have 
dropped about 24%, while natural gas increased 
53% and mixed gas 84%. 


Gas Industry Expenditures 


In the first quarter of 1952 total gas utility rev- 
enues gained about 11% over last year but in the 
second quarter the increase narrowed to 7.6%. Sales 
in therms for July were only 2% over last, the de- 
cline being attributed to the steel strike. Figures 
for the third quarter are expected to make a better 
showing, however. 

Conversions to natural gas during the past two 
years were principally in New York State and New 
England. The extension of pipe line facilities to these 
areas, a program not yet completed, made possible 
deliveries of natural gas to the big utilities serving 
the New York metropolitan district—Consolidated 
Edison, Brooklyn Union Gas, Long Island Lighting, 
Public Service Electric & Gas and several smaller 
utilities—as well as to Central Hudson Gas & Elec- 
tric and Niagara Mohawk Power upstate. New Eng- 
land utilities will be served by two pipe lines. 

During the five years 1947-52 estimated expendi- 
tures by the gas industry for new construction ag- 
gregated about $5.6 billion, and during 1953-6 the 
industry expects to spend $4.0 billion additional. 
Expenditures will reach a maximum in 1953 with 
an estimated $1.6 billion, and will taper off to $1.2 
billion in the following year, while expenditures in 
1955-6 are forecast at only about $600 million an- 
nually. These figures compare with expenditures by 
the electric utilities of nearly $12 billion from 1946 
to date and some $7-8 billion projected for the years 
1952-5. 

The program for financing this construction work 
has not yet been completely worked out. However, 
it seems likely that about 35% of the money will be 
raised from internal sources (depreciation, deple- 
tion, and retained earnings), 46% from sale of 
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bonds, and 19% from preferred and/or common 
stock issues. The proportion of equity financing may 
ontinue to run lower than for the electric utility 
ndustry. Financing through August this year in- 
luded $254 million bonds, $90 million preferred 
stock and $75 million common stock, a total of $419 
million. The latest important financing was the sale 
of $40 million First Mortgage 37,% bonds by the 















pipe line companies. 


ennessee Gas Transmission Co., one of the largest 


Some eight important pipe line stocks are owned 
by the public, while other pipe lines are subsidiaries 
in “integrated” systems, which combine production, 
transmission and retail distribution. Some of these 
systems, like Columbia Gas, serve a wide area while 
others, such as Peoples Gas, serve principally a large 
metropolitan area. Because of differing problems 
and trends affecting different divisions of the busi- 
ness, the average gas system is more complicated 
than the average electric utility, and the outlook for 





Statistical Summary of Natural Gas Companies 





-——— Operating Revenues —— - 


Ist Half 
1952 


1951 


Ist Half 


1950 1952 1951 


——————_{Millions} —-—— 


———Net Per Share 


Indicated 
Current 
Div. 





Div. 
Yield 


Recent 
Price 


1950 COMMENTS 





PIPE LINES (Some Production) 


Southern Natural Gas $ 27.0 


$ 46.8 $ 37.1 


$2.70 


$4.34 


t 


2-for-1 stock split proposed, and cash divi- 
dend rate recently increased. Higher gas 
costs thus far well absorbed. 


$3.82 $2.80 5.2% 53% 





'% Gas Tr 49.3 





75.6 








s Texas Easetrn Transmission 41.6 


53.3 1.00 1.36 


1952 earnings estimated around $1.65, ex- 
cluding subsidiary’s profits. Future earnings 
should be aided by higher rates and 
expanded capacity. 


1.44 1.40262 22% 








¢ Texas Gas Transmission 20.9 





- Transcontinental Gas P. 25.3 


54 





INTEGRATED COMPANIES 


American Natural Gas 99.7! 


97.5 





: ‘Columbia Gas System 113.3 


188.4 159.9 


81.0 2.51! 


68 1.06 





; Consol. Natural Gas 100.4 


7 EI Paso Natural Gas 


69.51 


158.8 





~ fone Star Gas ........ 33.3 


59.1 


619 


1347 410 5.67 


39.9 2.901 3.14 


51.6 1.15 1.76 





Northern Natural Gas 





23.3 


39.9 


32.7 





Oklahoma Natural Gas 28.0! 





Panhandle East. P. L. — /e7 


24.8 


52.2 


20.6 


41.3 2.38 





: Peoples Gas Lt. & Coke 


73.0 


67.4 2.90 9.16 


i 84 


1.35 


2.58 


2.571 2.92 3.00 


3.03 


Company having rate troubles with FPC, 
and earnings temporarily depressed; how- 
ever, rate increase will go into effect under 
bond Nov. 1. 


Sharply rising trend of share earninas 
revised this year, but $1 dividend should 
continue. Rate increase application before 


16% 





195 1.00 60 16% 





38 Dividends recently initiated at $1.40 rate, 
affording high yield. Stock highly lever- 
aged. Earnings outlook clouded by FPC 
denial of rate increase. 


19% 





Common stock only moderately leveraged, 
and dividend payout not high. Problems of 
rates and gas supply affect earnings | 
outlook. 


13% Well-balanced capital structure, 46% 
equity. Earnings temporarily squeezed by 
higher costs, rate increase delays. Might 
omit 10¢ year-end extra. 


2.45 1.80 5.7 31% 





1.18 


80 5.8 





55% Old-line, conservative company, with 70% 
equity; payout very low, increased divi- 
dend would seem warranted. 


5.03 2.50 4.5 





3354 Company now realizing benefits of tre- 
mendous expansion program. Rate increase 
request temporarily suspended, however. 
Dividends conservative; could probably be 
increosed. 


233 160 47 


“2.11 1.40 5.5 __ 





252 Conservative, old-line company. Earnings 
irreaular recent years, down sharply since 
1950, making current payout high. Pending 
rate increase should aid. 





36% Conservative setun, but earnings slowly 
declining since 1947. Partial rate increase 
may restore earnings to around $2.60; divi- 
dend seems secure. 





4 34% Earnings in declining trend since 1948, but 
now bolstered by rate increase and $2 
dividend appears reasonably safe. 


2.00 57 





70 





Remarkably consistent uptrend in earnings 
since 1943. Dividend payout only 52%, 
increase warranted: management policies 
dynamic, substantial gas reserves. 


266 2.00 2.8 





13712 Conservative, low-yield equity. Earnings 
around $9-$10 in post-war period, now 
benefiting by new pipeline and under- 
ground gas storage development. 


10.02 6.00 43 








United Gas Corp. 


RETAIL DISTRIBUTORS. 
Brooklyn Union Gas .... 








Pacihe Lightwig: .........-2.:..<.:..:. 131.01 








124.4 


1.56 


2.22 


1145 4.021 3.36 


42% stock equity, sound earings record. 
1952 earnings lower, rate increase pend- 
ing. Large distributions by EBS might 
retard stock marketwise. 


1.57 1.06 4.2 25% 


Attractive yield, price-earnings ratio. Per- 
manent rates not yet established following 
change-over to natural gas, but earnings 
seem reasonable. 


26 


52 Largest distributor, 36% stock equity, long 
dividend record. Payout 75%, earnings 
improving on interim rate increase. Yield 
above average. 


5.88 3.00 5.7 





1—12 months ended June 30, 1952. 


CTOBER 4, 1952 


2—Plus stock. 



























earnings and dividends probably requires more care- 
ful analysis. under present conditions. 

In the 12 months ended June 30, 1952 revenues 
were $3,230 million and net income $340 million, a 
ratio of only 10.5%. The industry’s profit margin 
has been declining in 1952 as a result of rising costs. 
The cost of natural gas at the well has been rising 
rapidly in the past year, especially as long-term sales 
contracts have-come up for renewal. Prices of gas in 
the field were ridiculously low a few years ago— 
much gas was “flared” or burned in the field, the 
main objective being oil—but now prices are being 
rapidly adjusted to take advantage of the insatiable 
norther demands. 

One of the functions of the Federal Power Com- 
mission has been to regulate the natural gas indus- 
try which is largely inter-state. It was assumed that 
the Commission would regulate the initial price of 
the gas (when produced and sold to a pipe line for 
interstate commerce). However, the Commission’s 
right to do this under the law was questioned and it 
finally decided not to assume this function. While 
the State of Texas has exercised some regulation, in 
general the recent rise in natural gas at the well has 
been largely unchecked by regulatory authorities. 


Gas Rates and Earnings 


As a result of the sharp changes in the industry, 
there have been numerous shifts in earning power 
which, of course, have been reflected in changes in 
market prices. The manufactured gas companies 
such as Brooklyn Union Gas encountered a sharp 
squeeze in earnings around 1947-8, when coal and 
oil prices advanced suddenly and rate increases were 
delayed; but later as these companies obtained rate 
adjustments and also received cheap natural gas, 
their earnings recovered sharply. 

The producing gas companies, or the integrated 
systems with substantial production, have perhaps 
been the most successful marketwise. Some of the 
new stocks, such as Southern Production (distrib- 
uted by Southern Natural Gas) have had large ad- 
vances, and earnings are still increasing. Other pro- 
i like Western Natural Gas have also fared 
well. 

Panhandle Eastern Pipe Line, with its aggressive 
management, has done consistently well, and the 
stock has advanced about tenfold in the past decade. 
Some of the later pipe line enterprises made fabu- 
lous profits for promoters and “insiders.” Because 
they were “middlemen,” apparently protected by 
long term contracts on both purchase and sale of 
gas, some of the newcomers were set up with very 
small equity ratios and resulting high leverage, so 
that growing earnings were “parlaved” into big 
market gains for the original stockholders—a process 
reminiscent of electric holding companies in the 
1920’s, though more legitimate. The public partici- 
pated to a lesser degree, after the stocks were dis- 
tributed by insiders. 

Most of the big pipe lines and integrated compa- 
nies did quite well until last year, when they began 
to feel a sudden squeeze on earnings. Up to then 
they had been enjoying the benefits of rapid growth 
and easy financing. But now the picture has changed. 
The cost of gas has advanced sharply, and the com- 
panies have had to ask for rate increases from the 
Federal Power Commission (on interstate business) 
and various state commissions. Here they have en- 
countered discouraging delays, due in part to the 


‘annual bill, and wages are also $3 million more. The 





2! 


red tape and overworked commission staffs whic 
were not geared up to the sudden mass of work ing, sop 
volved. Fortunately, the law permits putting interggi¥y 
state rate increases into effect under bond if the 
FPC does not act within six months—though such 
added revenues remain under suspicion. Some state ‘YY 


have similar provisions. 


Attitude of Federal Power Commission : ieee 
Columbia Gas, leader of the industry with $188 
million annual gross, uses nearly half its revenues ti) 
purchase gas from other producers and has been) 
hard hit by these delays. It recently issued a humor 
ous booklet entitled “Why the Lag? ” illustrated w ithe 
pictures of the hare and the tortoise—the hare rep 
resenting Columbia Gas, trying to speed up the tor. 
toise (the regulatory commissions) by prodding and) 
pulling. q 
The company pointed out that operating costs in} 
1951 were $18 million higher, due to price increases 
since 1946. Increased volume and greater operating) 
efficiency formerly absorbed these high costs, but? 
this is no longer possible. By the end of 1952 the 
rise in gas costs may add over $16 million to the! 





company realized over a year ago that it would be 
necessary for its subsidiaries to initiate a series off Price 
rate increases. As of July 1, 1952, out of some $17,. TeC®: 
408,000 rate increases requested of state and Federal only 
commissions, only $2,581,000 had been received, or! clatl 
about one-quarter of the increase in 1952 costs al-) plac 
ready in effect. In addition, some $5,618,000 pro. conc 
posed rate increases were being collected under bond, E 
although the commissions had not acted on these Will 
cases. As a result earnings in the 12 months ending’ calle 
June 30 were 86¢ on outstanding shares compared P@!! 
with $1.25 in the previous period, and the stock has 5S’ 
declined from 163% to 1314. — 

Recently the FPC has given the pipe lines fresh| °* 
cause for concern. In two important | rate cases it) 8S 
has favored a return of only 5 to 514% on the rate ‘nebe 
base as a fair rate of return, in place of the usuall Five 
6% (or in some cases even 61, % ©) generally allowed) tite 
by the state commissions in regulating utility rates.) ° itu 
The new policy was indicated in the decisions affect-| 
ing Northern Natural Gas and Colorado Interstate”. 
Gas. pive 

The opinion in the Northern Natural Gas case.” 
was handed down June 10th. Northern had con- BThe 
tended for a fair return of 6%, while the FPC staffy. r 
had held this should not exceed 514% and this was he 
sustained by the commission. The company’ S capi- pe 











talization at the end of 1950 was 56% debt and 44% Seith 
common stock equity. The debt had ‘been sold to the vith 
public at the low cost of 2.55%, including all costs) si 
of flotation. ' _ 
The cost of common stock money was, of course,” nd 
the most important part of the calculation. It was: ¥ 
obtained by studying the average ratio of shar 
earnings to price for selected natural gas stocks] oF 
from 1946 to the time when the hearing ended inf 
1951. This averaged 8. 1% for seven stocks and 8.5% able 
for four. The commission allowed 8.75% and added stab: 
.50 to cover the cost of financing, making 9.25%. 





Multiplying 56% bonds by the 2.55% interest cost i 
gave 1.43%; and 44% common stock equity times}}i..) 


9.257% return made 4.077%, so that the overall costing 
added up to 5.50%. The commission also pointed out}; 
that during the years 1946-50 the average yield on 49 y 
the seven stocks had (Please turn to page 41); 
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At three years of advancing stock market 
ries of prices, it is only natural that many investors should 
e $17, recognize the possibility that certain stocks have not 


*ederall only exhausted potentials in the way of price appre- 
ved or ciation, but in the light of changing conditions are 


sts al. Placed in a dubious position as far as dividends are 
0 pro. concerned. _ . 
r bond, Experienced investors, entertaining such thoughts, 
1 these Will turn their attention to what have come to be 
ending Called “defensive” stocks, meaning issues of com- 
npared Panies operating in essential fields, with products or 
ek has Services that should continue in demand even when 
general business is off from its high level ; compa- 
h nies which have a record of stability in both earn- 
ases itp 28s and dividend payments over comparatively long 
he rate) terms of years. Issues of such calibre appeal to 
> usual) Prudent investors cognizant of the desirability of 
lowed) divesting themselves of doubtful holdings and sub- 
, rates) sututing stocks which hold forth a greater assur- 
affect. 2nce of continued dividend payments. z 
erstatel. 1° assist our readers in search of such “defen- 
ws" sive” stocks, we have selected five issues which upon 
“weighing appear to possess the qualifications neces- 


s fres 









A CaS E cary for inclusion in such a category. They include 
Cc con’ The Sherwin-Williams Co., with an uninterrupted 
i. ae ecord of dividend payments that goes back to 1898; 

the Philadelphia Electric Co., which along with its 
: rr rincipal predecessor has paid dividends for 50 years 
id 44 vithout a break, and Beatrice Foods Co., which, also 


vith its principal predecessor, has an unbroken 
ividend record extending over a period of 43 years. 
he remaining selections, C.I.T. Financial Corp., 
nd American Home Products Corp., paid their ini- 
ial dividends 27 years ago, and both have continued 
yments, without interruption, ever since. 

So far as it is given to any of us to judge the 
uture by the past, we believe these issues are suit- 
ble media for investors who are concerned with 
stability of income and a good margin of safety for 
‘principal. In addition to the descriptive material on 
hese companies, we also set forth some vital statis- 
ical data, with which is incorporated dividend rates 
nd yields at current prices, together with charts 
ee price movements of the stocks for the. past 

years. 
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AMERICAN HOME PRODUCTS CORPORATION 


BUSINESS: The company is one of the two largest pharmaceutical manu- 
facturers, having other diversified activities including production of denti- 
frices, trade-marked medicinal remedies, cosmetics, a variety of household 
products and packaged and canned foods. 


OUTLOOK: By a series of acquisitions, initiated at the time of its incor- 
poration in 1926, the company has absorbed the business of several com- 
panies well entrenched in the ethical drug division and a number of other 
companies producing under such trade names as Kolynos, Anacin, BiSoDol, 
Louis Philippe, Black Flag, 3-in-One oil, Old English wax, Diamond dyes, 
and a host of others, including Clapp’s baby foods, Chef Boy-Ar-Dee food 
products and G. Washington instant coffee. While growth, measured by 
net sales, has been at a consistent rate from the beginning, the sharpest 
gains have been recorded during the 10 years to 1951, net sales rising 
from $59.7 million in 1942, to $192.3 million in 1951, which surpassed 
1950 net sales by $28 million or 17%. Net income has recorded a cor- 
responding growth, moving up from $4.2 million in 1942, to $11.5 million 
last year which fell below the $11.8 million in 1950 because of an increase 
of about $3 million in Federal taxes, wiping out the $3 million gain which 
was shown in 1951 operating income. Per share earnings, of course, cannot 
be compared on the same basis due to the larger amount of outstanding 
common stock outstanding today against earlier years and the 3-for-1 split 
in 1946. Giving consideration to these changes, however, per share earn- 
ings have been consistently upward in each year of the company’s career 
with the exception of 1947, when a $5 million drop in sales from the 1946 
level resulted in share earnings of $1.72, compared with $2.31 for the pre- 
vious year. The sharp recovery in 1948 sales brought net up to equal $2.36 
with the upward trend being maintained through 1950, when per share 
earnings amounted to $3.06, followed by $2.99 a share realized in 1951. 


DIVIDENDS: The dividend record extends back to 1926 without interrup- 
tion. The current rate of payment is 15 cents a share monthly, with an 
extra payment probable. 

MARKET ACTION: Recent price of 3914, compares with a 1951-52 price 
range of High—397%, Low—2934. At current price the yield on regular divi- 
dend is 4.9%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
2 


1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 2,914 $ 22,381 +$ 19,467 
Receivables, Net 6,416 18,498 + 12,082 
Inventories 16,206 39,365 + 23,159 
Other Current Assets 383 863 be 480 
TOTAL CURRENT ASSETS 25,919 81,107 + 55,188 
Net Property 5,678 26,000 -+- 20,322 
Investments : 028 3,917 oe 3,889 
Other Assets 648 1,188 +4 540 
TOTAL ASSETS $ 32,273 $112,212 +$ 79,939 
LIABILITIES 
Loans & Notes Payable $ 1,040 $ 1,064 +$ 024 
Accounts Payable 2,880 7,239 + 4,359 
Tax Accruals 6,101 15,244 + 9,143 
Accruals 1,297 4,061 + 2,764 
TOTAL CURRENT LIABILITIES 11,318 27,608 + 16,290 
Other Liabilities 001 2,662 + 2,661 
Reserves 2,390 2,748 4 358 
Long Term Debt . 4,945 12,414 + 7,469 
Capital Stock ‘ 879 3,872 + 2,993 
Surplus ; 12,740 62,908 + 50,168 
TOTAL LIABILITIES .................. $ 32,273 $112,212 +$ 79,939 
WORKING CAPITAL .... $ 14,601 $ 53,499 +$ 38,89 
CURRENT RATIO ... 2.3 2.9 + 
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BEATRICE FOODS COMPANY 


BUSINESS: The company is a large processor and distributor of milk, cream, 
ice cream and other dairy products throughout the mid-west. It also deals 
in poultry and eggs, processes specialty foods and has developed a substan- 
tial frozen food distributing business. 


OUTLOOK: With the exception of specialty foods consisting principally of 
La Choy chow mein and embellishments, Beatrice is engaged in processing 
or distributing essential foodstuffs, particularly milk and cream which ac- 
counts for about 32% of total sales, followed by butter contributing 22%, 
and ice cream adding to the sales volume by 16%. Other divisions, not 
including poultry products, accounted for 17% of the total. This rough 
break-down is set forth to convey some idea of the diversified and yet re- 
lated nature of the business. Although the present organization got its 
start 28 years ago, taking over activities begun in 1894, the business today 
cannot be compared with that of years ago. Within the last 20 years net 
sales have grown from $46.2 million to $228.6 million, the 1951 figure, with 
indications, based on 1952's first quarter sales running ahead of last year’s 
first quarter by $1.4 million, that another sales record will be set in the 
current fiscal year to end next February. Per share earnings, however, do 
not reflect this growth in the proportion that might be expected. Fluid 
milk and cream sales are subject to price fluctuations which affect profit 
margins, attenuated in recent years by higher operating costs and higher 
prices to farmers for milk. This accounts for the fact that per share earn- 
ings in 1951-52 were equal to $3.62, compared with $4.53 in the preced- 
ing year, and $5.12 in the 1949-50. year. For the same reason, it is un- 
likely that earnings this year will be any higher than those of last year. 
This, of course, is more than ample to cover dividend requirements which 
are further fortified by a strong financial position. 


DIVIDENDS: Since the 2-for-1 splitup in 1949, $3.00 a share was paid in 
1950, followed by a total of $2.50 in 1951, which amount will probably 
be duplicated this year. 


MARKET ACTION: Recent price of 36%, compares with a 1951-52 price 
range of High—387%, Low—31%. At current price the yield is 6.8%. 


COMPARATIVE BALANCE SHEET ITEMS 





February 28 

2 1952 Change 
ASSETS (000 omitted) 
Cash $ 3,759 $ 10,992 +$ 7,233 
Receivables, Net 4,771 9,410 + 4.639 
Inventories 3,539 6,568 } 3,029 
Other Current Assets 546 + 546 
TOTAL CURRENT ASSETS 12,069 27,516 + 15,447 
Net Property Pesce 12,462 18,826 + 6,364 
Investments Biteceessany aad ‘ 358 112 -- 246 
Other Assets 583 639 + 056 
TOTAL ASSETS $ 25,472 $ 47,093 +$ 21,621 
LIABILITIES 
Accounts Payable , $ 587 $ 3,302 +$ 2,715 
= | 3 P GREEN EO Fe ROS ae 060 683 a 
Tax Res 1,300 1,085 + 
TOTAL CURRENT LIABILITIES 1,947 5,070 + 3,123 
Reserves ; : 500 + 500 
Other Liabilities 066 109 + 043 
Preferred Stock 132 4,960 — 4,172 
Common Stock . si 9,547 12,893 + 3,346 
Surplus eee eee 4,780 23,561 + 18,781 
TOTAL LIABILITIES . Nee .. § 2 A72 $ 47,093 4$ 211621 
WORKING CAPITAL ............. ROE $ 22,446 +$ 12, .: 
CURRENT RATIO ................ ! > 6.3 5.5 _— 


C.1.T. FINANCIAL CORPORATION 
BUSINESS: Through wholly owned subsidiaries, C.I.T. is one of the oldest | 
and strongest organizations engaged in financing instalment sales; acting | 
as factors in various fields, and operating in certain related fields of the F 
insurance business. i 
OUTLOOK: The company shows a record of sustained earnings and con- 
tinued dividend payments for more than a score of years. Net earnings,| 
varying from year to year, have been consistently upward, mounting from) 
$9 million in 1929, to a peak in 1950 of $30.7 million which, except for| 
higher income taxes, would have been surpassed by 1951, net for that 
year being reduced to $28.1 million or $7.31 a share, compared with 
$8.04 in the preceding year. The probability is that 1952 net will set o 


new high figure. In the half-year to June 30, after all deductions, includ. | 


ing taxes, earnings on the stock lled $3.78 a share, compared) 
with $3.56 a share in the first half of last year. The dividend record of the! 
company has been equally consistent. With the exception of 1930, one ot| 
the depression years, when but $1.60 a share in dividends was poid,| 
annual distributions have never been below $2.00 a share and have ranged 
as high as $5.00 a share. These payments have been supplemented by 
stock dividends of 142% after the 2%%-for-1 stock split in 1929, 6% in 
1930, 25% in 1934 and 20% in 1936. Today and for the last five years, 
C.I.T. is operating a multi-billion dollar business, the 1951 volume amount. 
ing to $3.8 billion, compared with $3.6 billion in 1950, which for either 
year was more than 11 times the volume recorded in the low year of 
1932, in which net income was equal to $2.05 a share on the common 
stock. In the interim, it has been building its strength by extending opero 
tions into the field of financing manufacturing equipment purchases and 
steadily adding to its financial position to where on June 30, of this year, 
capital and surplus aggregated $206.9 million, an expansion that fall 
just short of doubling the capital and surplus figure as it stood at the end 
of 1947. 
DIVIDENDS: Current payments are being made at the rate of $1.00 quar. 
terly, duplicating last year’s payments which were augmented by an extro 
of 50 cents a share. 
MARKET ACTION: Recent price of 6742, compares with ao 1951-52 range| 
of High—70%, Low—435. At current price the yield is 5.9%. 
COMPARATIVE BALANCE SHEET ITEMS 





December 31 June 30 i 
1942 1952 Change | 

ASSETS - omitted) 
eee $ 36,146 99,675 +$ 63,58 
Marketable Securities ; 5,652 131,766 iH 126,114 
Notes & Receivables, Net 228,649 1,092,879 -+ 
Other Current Assets 092 909 + 
TOTAL CURRENT ASSETS 270,539 1,325,229 + 
Sundry Accounts Receivable 866 3,262 + 
Investments ane ‘ 2,899 3,763 + 
FHA Mortgages 11,531 inet - 
Other Assets 051 4,967 
TOTAL ASSETS . $285,886 $1,337,221 $1, 051" 3 
LIABILITIES 
Notes Payable ; . $ 47,859 $ 545,064 +$ 497,20 
Accounts & Taxes Payable | Pies 14,017 44,082 + 30 
III so casc so av accnesscosesessece BEN aN Peco Ba 10,656 48,897. +- 
Credit Balances 28.391 56,928 + 
TOTAL CURRENT LIABILITIES ||... 100,92. 694,971 + 
Deferred Income .................. 9,828 125,016 -+ 115,18 
Reserves wAesiosisese | oe —_ 6,18 
Other Liabilities . 1,271 ee _ 3 
Long Term Debt 49,517 310,250 + 260,73) 
Preference Stock 9,494 50, + 40, 50) 
Common Stock poy td By 4 + 2,40 
Surplus ae 55,565 01.479 + 45,914, 
TOTAL LIABILITIES ...... .. $285,886 $1, 337 221 + +$1,051,38 
WORKING CAPITAL .. $169,616 $ 630, 258 +$ 460,64 
GURREPIT RATIO .n......ccs.sescesciccsiess ie 2.6 19 — A 
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— _ PHILADELPHIA ELECTRIC PE TEES Ee ieee ES 
Sas Sam. = =— =: 
— + + Elec & Gas Service {|——— t { Paint | 
eee Sai 
Debt, Parent: ~ $240,000,000 ——$ 
Subsid: $34,800 ,000 - : 34 
40 Pfd: 274,720 - $100 par : nt a as CD = ss 
"40 Pfd: 150,000 - $100 par - : | 2 ee = t 
“90 Pfd: 300,000 - $100 par va { 
00 CV Pref. Common: “e = So ES 7 = T 
802,974 - no par ri! re 
10,699,686 - no par — ees re i 
Year: Dec. 31 : : - ETE 
: ~ - SERRA wi rm as 
ae as OBR SEEN: T_T af aaa | 
—t | eh } 
vom | Figein z 
rm wi T a) oe 
= ne + 5 ; | a ie: t 3 
ETRE SERRE || 5 ty Ht — : 24 : 
a RE Se oe a RED, Sink aes ES al aru = 
rs sy CGE; SBR RATAN ETS ate SE ies 
= = 1] a Cae 
= = a . ss 115,050 - $100 par ——}———_ 
ie a : 20 | ft {ss : 1,277,854 - $25 par ——- + 
—+= ee et Aeteg= ——t Aug.” 31 ——}——_} — o 
= : : E Estimated earnings —t—_—_ + T pase ee 
. 5 im ERAGE ARCA EIA RY EN —j18 aa | ORES SRE Se =} TA A ER Ase ——- ~ 
eee SS CE ATES BEATIN RSET SE ETS z | Saar —s ff { 
—_——} . —— THOUSANDS OF SHARES P - neem, ae \ ee a 1= —+ THOUSANDS OF SHARES | i i : r T 18 
— —_-+-—_—-—- —{-=-—-++-- - | ~ ~-$——-_—_}+ : 80 —— a 3 SS a Ga See 3 
hh i as oS “us on caesracca {|| ac “aes aes 3 
ae 4" | 1951 1952 
1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 1952 Ps) 1941 L 1942 | 1943 | 1944 1945 1946 1947 | 1948 1949 1960 = 
14.37] 1.50 | 1,53] 1.74 | 1.71 | 1.63 | 1.61 | 2.3) | 2.03 JE 2,20 3.9 | 3.71 | 2.53 | 2.77 13.58 | 5.11 | 7.08 | 7.00 | 5.73 | 7.44 } 7.23 | = 
f : ji “Low t 1.60 11.87% | 2.37% | 3.128] 3.00 | 3.00 | 3.12% | 3.50 
1.20 | 1.20 1.20 | 1.20 | 1.20 | 1.35 | 1.590 0 1.87%| 1.50 | 1.50 jl. : | acon saa? 
[ 2.9 il Be 43.5 | 11.3 | 22.6 | 24.3 | 13.7 |1.0 |wecpsmil| 30.1 | 32.6 | 35.3 | 36.6 |40.8 | 42.9 | 45.4 | 47.6 | 50.0 | 53.0 | 50.8 


























PHILADELPHIA ELECTRIC COMPANY 


BUSINESS: Directly and through subsidiaries, serves Philadelphia and wide 
surrounding area with electricity and manufactured-natural gas. These 
principal activities are supplemented by sale of steam to central Philadel- 
phia and a suburban community. 


OUTLOOK: The company occupies a strategic position from the standpoint 
of growth potentials. The 5-county territory served embraces the third 
largest city and an area in which is concentrated a great population and 
heavy industrilization. Within less than 20 years, rising demand upon the 
company for electric energy has brought electric sales up from 2.5 billion 
kilowatts in 1932 to 8.4 billion in 1951. In the same period operating 
revenues have risen from $62.4 million to $165 million, the latter figure 
representing a gain of 56.5% over a six-year period to 1951. To keep 
pace, capital outlays since 1946 of $261 million have been made for new 
electric and gas facilities. Although 1951 revenues reached a new peak, 
indications point to 1952 figures setting a new record. In the first half of 
this year, operating revenues climbed to $90.6 million. This was $5.3 
million more than in 1951's first half. New steam and gas heating rates, 
effective last June, are expected to produce $1.7 million additional rev- 
enue. The new Fairless steel works at Morrisville has contracted for an 
average electric supply of 50,000 kilowatts. This should bring in another 
$2 million, which is expected to mount as operations there expand. To 
this will be added the revenues from servicing with electricity and gas the 
6,000 to 8,000 homes adjacent to the steel plant scheduled for occupancy 
this winter and which will necessitate stores, schools and various commer- 
cial establishments there which also will look to the company for their 
utility needs. Last year, net for the common stock was equal to $2.02 a 
share which compares with $2.31 in the year before. In the first half of 
1951, the common earned $1.19 a share. The outlook is for improving 
earnings, net in the first half of 1952 being equal to $1.35 a share. 


DIVIDENDS: The company, or its principal predecessor, has paid dividends 
on its common stock since 1902. The present rate is $1.50 a share 
annually. 


MARKET ACTION: Recent price of 31, compares with a 1951-52 price 
range of High—31%4, Low—255s. At current price the yield is 4.8%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 








1951 Change 

ASSETS (000 omitted) 

Cash & Marketable Securities $ 14,242 $ 27,602 +$ 13.360 
Receivables, Net < 8,409 12,933 + 4,524 
Materials & Supplies ...... 6,888 17,521 + 10.633 
Other Current Assets : 1,105 + 41,105 
TOTAL CURRENT ASSETS 29,539 59,161 + 29,622 
Plant and ne « pee 423,954 639,044 215,090 
Investments uy ae % 724 3,131 - 7,593 
Other Assets 697 3,744 - 5,953 
TOTAL ASSETS . $473, ‘914 $705,080 -+$231,166 
LIABILITIES 

TOTAL CURRENT LIABILITIES : $ 31,468 $ & 102 +$ 27,634 
Other Liabilities a ; : 3,968 990 +4 1,022 
Reserve for > dana, 56,037 120 ore + 64,185 
Other Reserves ..... seams : 3.502 - 2,335 
Long Term Debt ............... 182,174 239;800 + 57,626 
Subsidiary Stocks ........ 12,000 — 12,000 
Preferred Stock . 27,954 73,641 + 45,687 
a Stock A 157,268 + 19,452 
Surp 8 48,890 + 29,895 
TOTAL LIABILITIES . $705,080 + $231,166 
WORKING CAPITAL ons 05 +$ 1,988 
NGI TRIOUD acisccccvessccsseieccssasetoceasseasess : ie # # 4 }§=—"oae 
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THE SHERWIN-WILLIAMS COMPANY 


BUSINESS: The company is one of the oldest and largest manufacturers of 
paints and varnishes as well as a full line of enamels, stains, lacquers, 
colors, dyes, linseed oil, chemicals and other products that are sold 
through retail outlets and directly to railroads and large industrial 
consumers. 


OUTLOOK: Universally looked upon as the leader in the paint industry, 
Sherwin-Williams, with the exception of 1921, has operated profitably in 
each year of its long career, dating back to 1884. In modern times—the 
last two decades—its poorest year was 1932, the nadir of the depression, 
when, after dividends on the preferred stock, it had a deficit of about 
$280,000, equal to 44 cents a share on the common stock. From then 
forward, notwithstanding the slow upturn in general business, earnings 
of the company steadily increased to a peak of $10.28 a share for the 
common in 1947, when the common was split 2-for-1. Since that action, 
net income in any of the four years to August 31, 1951, has never gone 
below $5.73 a share, this comparative low point being established in the 
1948-49 fiscal year, to be followed by net of $7.44 a share in 1949-50 
and $7.23 a share in the 1950-51 year. All through the years—54 of them 
—Sherwin-Williams has maintained its dividend record, distributing $1.00 
a share in 1933, as an aftermath of the disappointing 1932 period, with 
subsequent payments ranging from $2.50 to as high as $6.00 annually, 
with the current rate being equal to less than one-half of per share 
earnings. No report of 1951-52 net has as yet been made. In view of the 
easing of government restrictions on a number of materials going into the 
company’s production, it seems reasonable to estimate the net for the year 
ended August 31, last, will equal, if not better, last year’s results. At the 
half-year mark its plants were running to capacity. Inasmuch as about 
85% of paint demand is for maintenance purposes, the company’s outlook 
continues to be one of high earnings. 


DIVIDENDS: Since the 2-for-1 splitup in 1947, dividends have been paid at 
a quarterly rate of 75 cents, supplemented by 50 cents extra in 1951 and 
also this year. 


MARKET ACTION: Recent price of 7134, compares with a 1951-52 price 
range of High—73, Low—60. At current price the yield is 4.8%. 


COMPARATIVE BALANCE SHEET ITEMS 


August 31 
1942 1951 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 10,799 $ 19,255 +$ 8,456 
Receivables, Net 10,306 18,141 + 7.835 
Inventories " 25,091 55,236 { 30,145 
TOTAL CURRENT ASSETS . 46,196 92,632 +. 46,436 
Net Property 19,823 28,523 } 8.700 
Investments 3,724 5,166 t 1,442 
Other Assets : 1,440 1,604 4 164 
TOTAL ASSETS : : $ 71,183 $127,925 +$ 56,742 
LIABILITIES 
Notes & Accounts Papa $ 5,856 $ 16,706 +$ 10.850 
Tax Accruals 6,885 14,672 + 7,787 
Accruals 835 1,395 4+ 560 
TOTAL CURRENT LIABILITIES 13,576 32,773 + 19,197 
Reserves ; 75 4,927 + 4,176 
Preferred Stock . 11,239 12,000 4 761 
Common Stock . aE ctdateiseceae. , =. 31,946 + 15,973 
Surplus . 29,644 46,279 + 16,635 
TOTAL LIABILITIES : .. $ 71,183 $127,925 +$ 56.742 
WORKING CAPITAL $ 32,620 $ 59,859 +$ 27,239 
CURRENT RATIO .... 3. 8 — 4 
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By STANLEY DEVLIN 


Motor car manufacturers face a critical 
period in the next year or so. The business is becom- 
ing increasingly competitive. While manufacturing 
costs are continuing to rise, customers are evidenc- 
ing growing resistance to price advances necessi- 
tated by increases in materials as well as in wage 
rates. Although the population is rising each year 
and creating a larger potential market, actual trans- 
portation requirements are not keeping pace with 
the population figures. 

Demand for new automobiles is likely to be smaller 
in the next year or two than for recent years. Sev- 
eral reasons account for this prospect. Prices have 
risen to the point where a greater number of pros- 
pective customers must be content with their old 
automobile or must rely on a single car where pre- 
viously they had been able to afford two. Financing 
costs are high for the average family, since they in- 
volve stiff insurance charges, and even with the re- 
moval of credit restrictions purchases of new cars 
on the installment plan are not simple. Moreover, 
the upkeep in metropolitan areas has become costly. 


Conditions More Competitive 


In the light of these circumstances, how is a com- 
pany such as Chrysler Corporation likely to fare? 
Like other motor car makers which shared in the 
postwar boom and the Korean scramble for consu- 
mer goods, Chrysler faces the prospect of a smaller 


market for new cars. This company appears destined ° 


to gain an increasing share of the total available 
business, however, for as conditions become more 
competitive, buyers are likely to show greater pref- 
erence for standard makes such as the cars in the 
Chrysler line as well as those made by the other two 
manufacturers comprising the “Big Three.” 
Immediately after the war and in 1950, following 
the Korean incident, purchasers frequently were 
compelled to take cars made by the smaller inde- 


30 


pendents because deliveries were greatly delayed in 
the case of Chrysler, Ford and General Motors. In- 
dividuals who would have waited a week or two for 
a new car made by one of the “Big Three” scarcely 
could be expected to wait two or three months for 
deliveries. Hence, although smaller volume is in pros- 
pect, the decline may not be so pronounced in the 
case of Chrysler as with many small competitors. 

Moreover, the shrinkage in business for the entire 
industry is not likely to be so severe as many pes- 
simists have feared. After all, the number of persons 
driving automobiles has grown phenomenally in the 
last decade or two and the number of cars on the 
road has climbed to about 43 million. It is apparent 
that the number of cars becoming obsolete each year 
is likely to grow steadily and to provide a substan- 
tial replacement market. Compilations indicate that 
about 3.7 million cars were scrapped last year, es- 
tablishing a record for the country, and all indica- 
tions point to this year’s obsolescence comparing 
favorably with that of 1951. Thus if annual output 
of new cars averages about 5 million, it would mean 
that the net addition to the cars on the highways 
would be only slightly more than a million each 
year. Such an outlook scarcely could be regarded as 
bleak. 


Manufacturers such as Chrysler, for example, have 
done rather well in the past on production averaging 
5 million units annually. As mentioned earlier, how- 
ever, prices have risen substantially and on a dollar 
volume a 5-million car year would mean gross rev- 
enues far in excess of the figures prevailing ten or 
twelve years ago when production totals such as men- 
tioned here were regarded as indicative of prosper- 
ity. Accordingly, even if fewer units were turned out 
by each manufacturer than was considered a satis- 
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factory quota, dollar volume presumably would com- 
pare favorably with previous years. 

The problem arises from the fact that manufac- 
turing and selling costs have climbed as fast or 
faster than retail quotations. In addition, excise 
taxes have increased, sales taxes have been added in 
some areas and many “extras” have burdened the 
industry. It has been estimated that, on the average, 
taxes account for from 20 to 25 percent of the price 
paid by the ultimate purchaser of a new motor car. 
The threat of a squeeze on profit margins as con- 


» sumer resistance to price advances intensifies poses 
a problem for manufacturers. Signs already have 
- been noted of a slackening in inquiries. 


Availability of Steel 


Trade authorities feel that the limiting factor on 


| automobile sales may be hesitancy vn the part of 


customers rather than scarcities of steel and other 


"| critical materials, which hampered output in the 
' third quarter. Chrysler expects to produce and sell 
' all the cars that can be made under restrictions of 
_ materials now in effect. In other words, the manage- 


ment is confident that steel will be available in the 
fourth quarter to meet production allocations pro- 
vided by government agencies. 

Despite the prospect for a drop of perhaps 25 per 
cent in production this year, Chrysler promises to 
give a more encouraging earnings performance. Net 
profit may compare favorably with last year’s $8.27 
a share. Optimism in this respect is encouraged by 
the first half showing in which net profit rose to 
$5.02 a share from $4.11 in the corresponding period 
last year notwithstanding a shrinkage in sales vol- 
ume of about 10 per cent. Sales for the first half year 
dropped to $1,256 million from $1,390 million in the 
corresponding period of 1951. Hence, although profit 
margins in the second half seem unlikely to prove 
as satisfactory as in the first six months, prospects 
appear favorable for earnings of about $3 a share 
in the second half in face of a poor third quarter. 

Several factors account for the improved showing 
thus far in 1952. Primarily, the upturn is attributa- 
ble to higher prices for motor cars 
that permitted profit margins on 
sales to rise to 3.48 per cent after 
taxes on sales in the first six 
months this year, compared with 
only 2.57 per cent in the same pe- 
riod last year. The industry was 
permitted to raise prices twice 
last year and a third boost was 
authorized in January this year 
to compensate for higher costs in 
compliance with the Capehart 
Amendment to the price control 
law. Accordingly, prices averaged 
12 to 15 per cent higher in the 
first six months of 1952 than in 
the same months of 1951. 





Other Factors 


Two other factors were respon- 
sible for the more cheerful results 
this year. Engineering expenses 
incident to participation in the 
defense program declined, since 
most of the expenditures of this [5°59 
nature occurred in 1951. Receipts 2 


1941 1942 1943 


141.3 | 168.3 


1952 

















naieiemai TEE 
Comparative Balance Sheet Items 
December 31 June 30 
1941 1952 Change 

ASSETS (000 omitted) 
Cash $ 60,469 $161,867 +$101,358 
Marketable Securities 9,302 35,586 + 26,284 
Unbilled Costs & Defense 

Contracts, etc. 28,965 23,728 -— 5,237 
Accounts Receivable 9,929 85,043 + 75,114 
Inventories 77,987 183,064 + 105,077 
TOTAL CURRENT ASSETS 186,652 489,288 + 302,636 
Net Property 58,294 275,054 + 216,760 
Investments 3,847 14,914 + 11,067 
Other Assets 6,509 2,970 ~ 3,539 
TOTAL ASSETS $255,302 $782,226 +$526,924 
LIABILITIES 
Accounts Payable $ 46,235 $180,666 +-$134,431 
Tax Reserve 6,820 26,870 + 20,050 
Accruals 6,360 36,086 29,726 
TOTAL CURRENT LIABILITIES 59,416 243,622 + 184,206 
Reserves 18,496 18,496 
Capital Stock 21,755 217,557 + 195,802 
Surplus 155,635 321,047 + 165,412 
TOTAL LIABILITIES $255,302 $782,226 +-$526,924 
WORKING CAPITAL $127,236 $245,666 +-$118,430 
CURRENT RATIO 3.1 2.0 — 4? 
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on government contracts also began to rise as ship- 
ments expanded. Indications point to acceleration in 
armament production with the taking over of oper- 
ations at the Detroit Tank Arsenal in July. This 
plant was constructed by Chrysler for the Ordnance 
Department before World War II, and more than 
22,000 tanks were made in the arsenal in the recent 
war. 

With the benefit of competent engineering tech- 
niques and aggressive merchandising abilities, the 
Chrysler Corporation has become the second largest 
manufacturer of motor cars. The widely known Air- 
temp division produces air conditioning equipment 
and has become an important factor in this rapidly 
growing industry. The company is also a producer of 
marine and industrial engines. In the automotive 
line, commercial] trucks as well as passenger cars are 
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1929 — 1935 - 
; High - 67% 
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{Funded Debt: N 
}Shs. Common: 8,701,904 - $25 par - 
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manufactured. The principal makes include Plym- 
outh, Dodge, Desoto and Chrysler cars and Dodge 
trucks. A considerable portion of parts and acces- 
sories is manufactured by the company’s own plants, 
and enlargement of facilities may lead to still greater 
self reliance from within on components. The com- 
pany’s models accounted for 22 per cent of 1951 new 
passenger car registrations in this country, indicat- 
ing the extent of Chrysler’s competitive position. 


Critical Materials Allocations 


Recent allocation schedules of steel shed light on 
the relative positions of leading manufacturers, and 
a reference to the quotas may be helpful in apprais- 
ing the position of Chrysler. In the third quarter al- 
locations, General Motors was granted 41 per cent 
of the available critical materials, while Chrysler 
came second with 21.4 per cent and Ford third with 
21 per cent. Studebaker ranked fourth with only 
4.1 percent, while Nash held fifth place with 3.5 and 
Hudson sixth with 2.9 per cent. Other allocations 
were small. 


The Outlook 


In appraising the outlook for Chrysler, many fac- 
tors must be taken into consideration in addition to 
economics affecting the entire industry. One should 
note, for example, that although a liberal dividend 
policy has been pursued, management has consist- 
ently strengthened manufacturing facilities and has 
spent substantial sums in promotional activities to 
hold its competitive position. Manufacturing has 
been concentrated in the Detroit area to a greater 
extent than in the case of the company’s two prin- 
cipal competitors, but recent developments suggest 
that Chrysler may shift assembly operations to the 
eastern seaboard on a larger scale. 

Examining statistics in some detail, it may be 
observed that Chrysler has fared well in the postwar 
years—as have all principal producers. Earnings in 
the last five years prior to 1952 averaged $11.22 a 
share, compared with $2.94 a share in the preceding 
five, while for the last ten years earnings have aver- 
aged $7.09 a share annually. In the same periods 
dividends have been generous—an average of $5.88 
a share annually over the last five years, compared 
with $1.55 in the previous five, and $3.71 a share on 





the average in the last decade. 

Chrysler i is turning more vigorously to defense ac- 
tivities in line with the gradual speedup of arma.) 
ment production. The company now has $2,292 mil-| 
lion in commitments for military facilities and for” 
products—of which more than $1,000 million has to! 
do with Patton 48 tanks previously mentioned. So” 
integrated is the defense program that almost every/ 
plant participates. Many plants still engaged on) 
civilian orders also turn out military goods. Thus! 
production of parts an: accessories includes mate.! 
rials for military as well as for civilian vehicles. 


Ploughing Back of Earnings 

An idea of the extent to which earnings have been 
ploughed back into the business may be obtained 
from the improvement in book value or net working 
capital since the beginning of our participation in 
World War II in 1941, when armament orders began 
to influence operations of major motor car makers. | 
Chrysler’s book value at the end of 1941 stood at 
$22.51 a share, and this now has grown to $61.89 
a share as of last June 30. In other words, the in- 
trinsic worth of the shares as represented by plants, 
materials, equipment, etc., has almost tripled in a 
little more than ten years. 

The investing public’s estimate of values and earn- 
ing power has remained modest, for it may be noted 
that allowing for the two-for-one split in 1947, the 
shares ranged in 1941 between 203, and 36, whereas 
thus far this year the top has been around 82, or 
little more than double the best quotation reached 
in 1941. As a matter of fact, market evaluation has |, 
risen in the last two or three years about in line with 
net working capital’s expansion. The average price 
of the shares in 1949 approximating $56 was only | 
slightly greater than the equity of $54.15 a share at 
the end of the year. Relevant statistics shedding 
light on recent changes in financial affairs of the 
company may be found in the accompanying com- 
pilation. 

It is equally significant to review progress in sales 
to gain an idea of what has been achieved and to 
envisage what may occur in the future. It has been 
pointed out that the volume of business expressed in 


dollars has soared to a greater extent than in the © 


number of units produced—reflecting, of course, in- 
flationary forces inherent (Please turn to page 44) 






































Long Term Operating and Earnings Record 
Percent 
Net Operating Income Ne? Net Net Div. Earned on 
Sales Profit Operating Taxes Income Profit Per Per Invested 

——_———(Millions) Margin (Millions) Margin Share Share Capital Price Range 
1952 (First 6 months) $1,256.0 $146.71 11.6%? $103.0 $ 43.6 3.4% $ 5.02 $ 4.50% 8212-68434 
1951 2,546.6 142.0 F-) 79.0 71.9 2.8 8.27 7.50 13.8% 8236-6518 
1950 en 2,910.6 234.2 10.6 123.0 127.8 5.8 14.69 9.75 24.8 8412-6212 
ee 2,084.6 197.3 9.4 81.0 132.1 6.3 15.19 5.25 28.5 6814-445 
1948 ...... ; 1,567.9 135.6 8.6 55.5 89.1 5.6 10.25 4.00 23.1 6534-505 
SORT .....:. 1,362.6 113.8 8.3 51.3 67.1 4.9 Tae 2.872 20.6 667-568 
1946 ....... 870.0 32.1 3.7 14.2 26.8 3.0 3.09 1.50 9.5 7042-3758 
1945 ..... ‘ 994.5 54.9 5.5 20.7 37.4 3.7 4.30 1.50 14.9 70-45% 
1944 ....... 1,098.0 83.3 738 46.1 24.8 y 2.85 1.50 12.4 49 -387% 
1943 ...... ; 886.4 68.3 77 32.5 23.3 2.6 2.68 1.50 12.4 4252-3334 
1942 ....... 623.6 48.8 7a 22.0 15.5 2.4 1.78 1.75 8.7 35-21% 
10 Year Average 1942-51 $1,422.4 $111.0 7.4% $ 52.5 $ 61.5 3.9% $ 7.08 il 3. A 16.8% 8412-21% 

1_Net before taxes. 3_To Sept. 12, 1952. 
2—Pre-tax margin. 4+—To Sept. 9, 1952. 
aueme. eure ede 
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If You Are Holding... 
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a —Selling Above Their Call Prices 
By J. S. WILLIAMS 
een 
ined - alacant ; , prea ; We ’ 
cing witticism of long standing which gener- share. This call, as inexorable as the anticipated call 
1 in| ally comes into use when some deal or transaction of Gabriel, must have come as a shock to individuals 
gan) goes awry is, “he forgot to read the fine print.” who only recently acquired their shares at prices 
ers,| When the expression is phrased in the first person, considerably above the redemption price. In most 
1 at| singular, it is quite frequently a camouflaged way of instances the results are a partial loss of investment 
1.89| admitting that the person involved was either una- funds, the necessity of rescanning the entire high 
in-_ Ware of certain conditions because he didn’t take grade list for another suitable vehicle for the funds 
nts.| the trouble to find out, ignored them, or to put it so released and the loss of income should any length 
n qa|. bluntly, was either careless or anything but alert. of time elapse before the funds are again employed. 
To the individual! who has held the issue over a 
rn- Read the ‘’Fine Print’ long period of time, having to turn his stock or bond 
ted in for redemption is not so calamitous. He has had 
the Whatever the reason, failure to ‘‘read the fine the benefit of income during the time he has held the 
eas print” can sometimes be costly, an upsetting devel- issue and can afford to apportion the spread between 
or Opment in itself, and at the same time disturbing in the call price and the purchase price over the years 
hed | other ways. Many investors, prudent to the nth de- and in this way balance out the difference. This, the 
has | gree, have found this out the hard way by neglecting investor who has only (Please turn to page 41) 
ith | to determine if their bonds and preferred stocks are 
‘ice | Subject to redemption by the issuer at specific prices sais 
nly | Within certain time limits or at any time during the Preferred Stocks Selling at or Above Call Price 
.at life of the security. Or, if they did determine the — —— a 
ing facts concerning the redemption or call provisions, Heme _ Dw. Rete Collebiows §=— Recent Price) Viel % 
the allowed this vital knowledge to slip away from them American Metal $4.50 105 1032-105 4.3% 
ym. by failing to methodically record it somewhere Amer Radiator &S.S... 7.00 175 1732-175 4.3 
among their books or papers. Amer. Viscose 5.00 115 118 -118% 4.2 
les Then there is the investor, also prudent as to how Armstrong Cork — — = | 
to | he invests his funds, who will reach into the market pecaeir w a oe be ie = | 
sen | for a high grade issue under the domination of one Goodyear Tire & Rubber 5.00 105 107%4-108 46 
‘in| thought—securing a long-term quality investment in Hercules Powder 5.00 120 12358-123 4.0 
the | Which his funds can rest over the years without Penna. Glass Sand 5% 105 105 -108 7 | 
in-| being disturbed, a sort of insurance for his peace of nn = mae po bs = a er 
14)| mind as well for income yield. The one thing in wi waits nal ie cd ae nol 
which the prudent investor failed to practice pru- 
aoa dence, however, was to check whether the security Bonds Selling at Call Price or Over 
he was about to buy had a call or redemption clause —_— Sa 
and if so, the prices stipulated therein. Now, such iia fatal — = 
provisions are not objectionable provided the re- Manet: Type ——- . 4 
demption date is far enough in the future or the ee eae 
issue is selling considerably under the call price to Amer. Tel. & Tel. deb. 1973 Se Sl 
make its purchase worthwhile. But there is no sense ee a 
in buying a bond or preferred stock at or close to Ohio Power Ist Mtge. 1981 3% 1057 1053.2 
the call price if there appears to be a possibility that Sylvania Elec. Prod. 1971 33% 103% 103 3.6 
the redemption provision will be put into execution a ee ee res ; ee 
within a reasonably short time. Nor 18 there any- Preferred Stocks Suggested for Re-Investment 
thing to be gained by purchasing an issue that is iii ois Sede wae 
selling above its current call price, unless it is con- Div.  Callable —_—Recent Yield 
vertible, in which case the possibility of enhanee- Name Price at Price % 
ment may outweigh the risk of early redemption. ——iivGé —_— «= = “5.1% 
_ A clear-cut illustration of this fact is to be found Celanese Corp. 2nd 700 nc. 135 5.2 
in the recent market action of Seaboard Air Lines’ Jones & Laughlin 5.00 105 86 58 fj 
5% preferred stock for which some investor or in- Radio Corp. of Amer. 3.50 100 75 4.6 
vestors, and more likely the latter, paid up to 107 U. $. Rubber — = SS 
for an issue that has now been called for redemp- n.c.—Non-callable. 1—$50 par value. 
a tion at 100, plus dividends amounting to $5.28 a 
al 
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No Bell 

When a bear market starts—as- 
suming that the sell-off from the 
highs of August is not the start 
of one—no bell of warning will be 
rung. Every bear market, like 
every bull market, has character- 
istics of its own. Volume “indi- 
cations” really indicate little or 
nothing about the start of a bear 
market; and price behavior is 
conclusive only over a period of 
some weeks, if not several months. 
In the case of every major high 
since 1919 maximum trading vol- 
ume preceded the high by widely 
varying periods, rather than coin- 
cided with it. Shrinking volume 
has been the rule in the first few 
days or weeks of bear markets; 
and, hence, is not the “favorable 
sign” than some assume it to be. 
Because of an unprecedented pyr- 
amid of margin debt, the 1929- 
1932 crash became violent within 
a comparatively few weeks after 
its start. Nothing remotely ap- 
proaching its violence is likely 
ever to be seen again. 


Examples 


The 1937-1938 bear market did 
not become sufficiently dynamic to 
be recognizable as such until 
about five months after its start. 
The performance around the May, 
1946, top was unexciting. Two 
months later the industrial aver- 
age was down less than 6%; but 
there was a further fall of 38 
points, or about 19%, in roughly 
seven weeks from late August to 
mid-October. If a major high was 
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recorded on August 11, 1952, in 
the present instance, it was the 
least exciting one ever seen. Trad- 
ing volume on that day was only 
1,163,000 shares. That was far 
under volume at the 1946, 1937, 
1929 and 1919 highs, despite the 
present enormously increased 
shares outstanding as a result of 
stock splits and new listings. In- 
deed, one of the records set in this 
curious year 1952 to date is the 
lowest average ratio of turnover 
to shares listed ever seen. 


Holding 

It is trite but accurate to say 
that this remains “a market of 
stocks.” How you are faring in 
your equity investments depends 
much less on what the averages 
are doing—and they have not been 
doing anything dynamic one way 
or the other for some time—than 
on whether you hold winners, 
duds or losers. In the worst peri- 


eEEeE———EEEE———————————————————————— 
INCREASES SHOWN IN RECENT EARNINGS REPORTS | 


Bath Iron Works Corp. 
Bullard Co. ee oeeh ae ene 
Household Finance Corp. 


Sweets Co. of Amer. 
South Carolina Elec. & Gas 


Fedders-Quigan Corp. 0.0. 
Kansas City Southern Ry. 

General Dynamics Corp. ............................ 
Caterpillar Tractor Co. 
Pittston Co. 





ods of recent market reaction, 
many stocks held in the close 
vicinity of levels prevailing be- 
fore the general sell-off began. 
Some examples are: Chrysler, 
Admiral, Bliss, Corn Products, 
Cleveland Graphite Bronze, 
Southern Company, Pitney- 
Bowes, Dresser, General Shoe, 
Brown Shoe, Beneficial Loan, Best 
Foods, Federated Department 
Stores and National Biscuit. 


Highs 
Among the issues cited as hold- 
ing well, the following have at 


this writing gone on to new highs’ 


in at least a temporarily steadier 
market: Admiral, Best Foods, 
Cleveland Graphite Bronze, Bliss, 
Corn Products and Pitney-Bowes. 
On the other hand, recent new 
lows are too numerous to make 
even sample eitation worthwhile. 
The declines of some stocks from 
their 1952 or 1951 highs have run 





1952 1951 
.. 6 mos. June 30 $1.98 $1.55 
June 30 Quar. 1.94 1.38 
6 mos. June 30 2.31 2.11 
6 mos. June 30 75 -50 
.. 6 mos. June 30 52 32 
June 30 Quar. -37 -30 
6 mos. June 30 5.13 4.85 
6 mos. June 30 2.46 1.34 
7 mos. July 31 3.36 2.92 

.. 6 mos. June 30 2.45 .83 j 
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to minor-bear-market propor- 
tions. For instance: Gimbel 35% ; 
Schenley 36%; Bristol-Myers 
about 386%; Anaconda Copper 
nearly 25%; Burlington Mills 
nearly 34%; Celanese nearly 
30% ; Loew’s 32% ; National Dis- 
tillers 41% ; Commercial Solvents 
around 43%. A _ recent study 
of 1,000 actively traded stocks 
showed a little over half of them 
under their 1950 highs and almost 
two thirds under highs made as 
far back as 1946. 


Speculation 

At this stage there is more to 
be said for putting surplus funds, 
over and above ample reserves, 
into defensive-type income stocks 
than for going after long-term 
(six months or more) capital 
gains. But there can be some 
exceptions to almost any rule. 
Among the stocks noted above as 
faring well in a reactionary mar- 
ket, Cleveland Graphite Bronze 
invites consideration as a specu- 
lative-investment. The name is 
misleading, since products are 
lined bearings and bushings for 
autos, trucks, tractors, farm ma- 
chines, rail equipment, aircraft 
and electric motors; vibration- 
absorbing shackles and mount- 
ings; a new line of rubber-on- 
steel items, with much promise; 
and, through a recently acquired 
subsidiary, electronic equipment. 
Sales are trending strongly up- 
ward, and promise to be substan- 
tially larger next year than this. 
Earnings probably will not be 
greatly changed this year; but in 
time they may well largely exceed 
1951’s $4.06 a share or 1950’s rec- 
ord $5.76. Dividends have been 
paid each year since 1922 and 
should at least equal 1951’s $2.30 
total. In short, this shapes up as an 
up-an-coming company, which ex- 
plains why its stock has reached 
a new all-time high of 431, at this 


writing. However, it has only 
recently and moderately gone 
through supply levels around 
37-38 which stopped it in 1946, 
1947, and 1951, which is a tech- 
nically promising performance. 


Reynolds Tobacco 

The behavior of most cigarette 
stocks has long been decidedly 
disappointing. Reynolds is an ex- 
ception which has met persis- 
tently good support for many 
months. The stock, which re- 
corded bull-market highs of 467% 
in 1946, 58 in 1947 and 66 in 1929, 
made a low of 3134, last year; and 
held above it on all 1952 tests. 
American Tobacco, Liggett & My- 
ers and Philip Morris broke their 
1951 lows on 1952 sell-offs. Rey- 
nolds has recently edged up to 36, 
the best level in some 18 months; 
but is still low in its long-term 
range, and it yields 5.5% on the 
secure $2 dividend. Earnings 
were cut to $2.92 a share last 
year; and figure to be about the 
same or slightly more, this year, 
against $3.73 in 1950. Contrary to 
general experience in the indus- 
try, however, its operating mar- 
gin actually improved in 1951, the 
cut in earnings being entirely due 
to higher taxes. Note further that 
without the excess profits tax, 
which seems likely to be elimin- 
ated eventually, 1951 net would 
have been $3.92 a share, for a rec- 
ord high. The company leads all 
competitors in sales by a goodly 
margin; and has widened its lead 
in recent years. Here is a good- 
grade defensive stock with a sat- 
isfactory yield; and a potential 
for worthwhile, even though mod- 
erate, appreciation over a reason- 
ably extended period. 


Tax Relief 

The excess profits tax carries a 
June 30, 1953, statutory expira- 
tion date. Whether it will be ex- 











Allegheny Ludlum Steel 
Minneapolis-Moline Co. 
Northern Natural Gas 
Armstrong Cork Co. 

Cities Service Co. 

Crucible Steel Co. of America 
Merck & Co. ... 

Eastman Kodak 


Jones & Laughlin Steel ............ 





Amer. Smelt. & Refining ......... 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1952 1951 

June 30 Quar. $ .49 $1.48 
July 31 Quar. 1.50 2.62 
6 mos. June 30 -86 1.04 
6 mos. June 30 2.61 3.40 
6 mos. June 30 6.98 8.41 
June 30 Quar. .05 3.34 
6 mos. June 30 -60 -81 

.. 24 Weeks June 15 1.08 1.52 
. 6 mos. June 30 -62 2.42 
6 mos. June 30 2.85 3.53 
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tended for another limited period, 
with or without change, is any- 
body’s guess. There is little doubt 
that it will be eventually elim- 
inated, and that potential gains 
therefrom will influence invest- 
ment selectivity at least in longer- 
term thinking. Obviously, the big- 
gest beneficiaries figure to be com- 
panies which (1) are now paying 
the highest, or close to the high- 
est, tax rates; and which (2) 
have superior prospects for long- 
pull growth of sales and pre-tax 
income. The following are among 
fairly numerous examples: Amer- 
ican Cyanamid, American Vis- 
cose, Carrier Corp., Clark Equip- 
ment, Container Corp., Cutler- 
Hammer, Eaton Manufacturing, 
General Electric, Halliburton, 
Lily-Tulip Cup, McGraw-Hill, 
Monsanto, Pittsburgh Plate Glass, 
Sutherland Paper, Sylvania Elec- 
tric and Thompson Products. 


if— 

For perspective we show here 
(first figure) 1951 per-share earn- 
ings of the companies cited and 
(second figure) what earnings 
would have been without the ex- 
cess profits tax: American Cyana- 
mid $4.04 and $5.12; American 
Viscose $5.37 and $7.43; Carrier 
$3.88 and $5.42; Clark Equipment 
$7.84 and $12.07; Container Corp. 
$5.91 and $9.05 Cutler-Hammer 
$6.12 and $9.42; Eaton $5.75 and 
$8.70; General Electric $4.79 and 
$7.09 ; Halliburton 5.56 and $7.88; 
Lily-Tulip $6.72 and $10.44; Mc- 
Graw-Hill $6.35 and $8.76; Mon- 
santo $4.70 and $6.32; Pittsburgh 
Plate Glass $4.08 and $6.28; Suth- 
erland Paper $2.95 and $4.26; 
Sylvania $4.18 and $6.66; and 
Thompson Products $6.20 and 
$8.38. 


General Shoe 

The stock of this efficient maker 
of popular-priced shoes, owner of 
an extensive chain of shoe stores, 
is at 3914 in a postwar range of 
47-24 (the latter is the 1949 bear- 
market low). Earnings for the 
fiscal year ending October 31 may 
be a little under the prior year’s 
$4.50 a share, although results 
turned for the better several 
months ago. In a comparatively 
stable field, the company’s growth 
has largely outrun that of the 
industry, largely due to acquisi- 
tions. Thus, in the year to last 
October 31, sales were a record 
$103.2 million and net income 
about $3.6 million, compared with 
$13.6 million and $760,000, re- 
spectively, in 1937. 
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By E. K. 


Retailers, professing optimism over the outlook for the fall 
and Christmas selling seasons, are becoming a little concerned 
over the failure of business to develop in line with expectations. 
Although department store 
sales are only a segment of 
BUSINESS ACTIVITY|] | total retail trade, they are 
PER CAPITA BASIS sufficiently representative to 
mM. W. S. INDEX constitute a reasonably good 
guide to retail business gen- 
erally. And, department 
store sales during September 
ran very slightly under last 
190 —] year whereas, during August, 
= business rang up a three per 

cent gain. 

September of last year 
shouldn‘t have been a hard 
month for the department 
stores to beat, since—allow- 
170 a! ing for the usual seasonal 
factors — it represented the 
low point for the fall selling 
season of 1951 and a slight 
drop from the August level. 
In comparison with Septem- 
ber, 1950, when the post- 
iso — Korean consumer buying 
wave was still strong, it rep- 
resented something of a de- 
cline. Since the average level 
of retail prices is a little 
higher than a year ago, it is 
readily apparent that the 
physical volume of depart- 
ment store sales during Sep- 
tember was down a little 
more from last year than 
was the dollar volume. 

Non-quantitative data 
from other sections of retail 
merchandising reveal consid- 
erable variation between 
current consumer demand 
for types of merchandise. 
Automobiles are selling well, 
bulwarked by accumulated 
orders built up during the 
steel strike when production 
was sharply curtailed. Some 


pickup in television is re- 
Vem ported, influenced in part at 
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least by increased demand for the larger screen sets. Furniture | 


sales have improved although some of this is seasonal. Sales 
of household appliances, which registered improvement follow- 
ing the termination of Regulation W, have begun to lag again. 
Apparel business, apart from back-to-school or “forced” buy- 
ing as some merchants term it, has continued slow. 

The variations between consumer demand in different parts 
of the country also merit consideration. During the past few 
weeks, the slump in department store sales for the country as 
a whole would have been greater had it not been for sizeable 
gains over last year in the Southeast, the Southwest, parts of 
the Middle West, and the West Coast. Quite apparently, the 
high level of prosperity that is recorded by the all-time high 
level of national income is not reaching down equally to all 
parts of the country nor to all segments of the population. 

Economists, almost to a man, are predicting that retail trade 
during the balance of the year will register a small gain over 
the fourth quarter of 1951. These predictions are based on the 
prospect for rising disposable income as a result of the continued 
uptrend in defense expenditures and the reported tendency 
for consumers to save a smaller portion of their incomes. This 
tendency has been translated in some quarters as indicating 
greater consumer willingness to spend, which retailers find 
it difficult to believe in view of strong consumer resistance. 

Retailers, hopeful as they are of a good selling season, are 
not any too “sold” on the relationship between indicated dis- 
posable income and sales volume, since they have been badly 
burned as a result of accepting the relationship at its face 
value and applicable to all lines of retail endeavor. Through 
abstinence from buying, price-cutting, and heavy promotions, 
they have whittled down their inventories to manageable levels 
and apparently intend to keep them there. 

Some business may be lost as a result of carrying insufficient 
inventory, but that is a risk most retailers prefer to take to carry- 
ing too much inventory over into 1953, for which the outlook 
is becoming increasingly unpredictable. It is a moot question 
whether the overall total of sales is affected by restricting inven- 
tories, since sales lost to one store may be gained by another. 

For many retailers, and this is particularly true of depart- 
ment stores, a large percentage of total annual business is 
bulked into the fourth quarter as a result of Christmas trade. 
Many retailers count heavily on fourth quarter sales pulling 
them out of the red of the annual summer slump. The fall season 
has begun inauspiciously, which is not a good omen. Further- 
more, the calendar will work to retailers’ disadvantage this 
year. There are only 23 shopping days between Thanksgiving 
and Christmas this year as against 27 last year. There are 
only four Saturdays and four Mondays as compared with five 
a year ago. It is beginning to look as if retailers will do very 
well indeed if they come up to last year’s volume during the 
balance of the year, let alone exceed it. 
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The Business Analyst 





MONEY & CREDIT—The Treasury's reliance on short-term 
borrowing in the recent past, apparently in the hope that 
long-term rates would eventually turn down, hasn’t paid off 
so far. Instead, Treasury refundings have had to carry suc- 
cessively higher rates to attract investments funds. Holders of 
the latest maturity—$10.8 billion of 1%% certificates due 
October 1—have been offered 2%% notes due in 14 months, 
the highest rate the Treasury has had to pay for such short- 
term funds since January 1934. In August of this year the 
Treasury tried to get holders of certificates maturing at that 
time to take a 1-year 2% obligation in exchange, but had to 
pay off 17% of the issue in cosh. This time a large part of the 
maturing security—$7.5 billion worth—is held by the Federal 
Reserve Banks, but still the Treasury was worried that many 
of the remaining holders might want cash, and apparently with 
good reason if the amount of the issue dumped on Federal 
Reserve supporting bids is any indication. In the week ending 
September 17—which covers most of the period during which 
the exchange offer was in effect—the Central Banks increased 
their holdings of Treasury certificates by a whopping $608 
million. Undoubtedly most of these purchases were of matur- 
ing certificates and it indicates either that many holders can 
find better uses for their money or are betting that interest 
rates will rise further in the near future. Meanwhile the influx 
of Central Bank funds at least temporarily lightened the bur- 
den of the commercial banks who found their excess reserves 
up by $385 million. The money ease was reflected in the 91- 
day bill market where the Treasury had to pay only 1.64% 
for its latest issue of bills against a rate of 1.85% only two 
weeks earlier. 

The $170.7 million of local housing authority bonds which 
came to market on September 23 found conditions rather 
different from those prevailing for the three previous issues. 
The first flotation of these Public Housing Administration loans 
—$171.3 million worth—was made in July of last year at an 
average interest cost of 2.07%. The next two offerings brought 
successively better bids—an average cost of 2.05% for $153.8 
million offered in October 1951 and 1.96% for $133.8 million 
brought out in January. The present issue did not find condi- 
tions as propitious. Average yields on tax-exempts, in the 
interim, had risen to the highest level in almost four years and 
some of the long-term housing authority issues have been sell- 
ing at substantial discounts. As a result the interest cost for 
the present offering averaged 2.54%. At these levels the 
bonds, which are fully guaranteed as to principal and interest 
by the Federal Government, look like a bargain for investors 
in high tax brackets who would have to find taxable securities 
yielding 6% or more to secure a net return equal to that avail- 
able on this tax-exempt obligation. 


———o 


TRADE—Retail sales have been holding at an even keel in 
the past fortnight. The total dollar volume of retail trade for 
the two weeks ending Wednesday, September 17 was about 
2% above the corresponding period of last year, according 
to estimates of Dun & Bradstreet, as price promotions, extended 
shopping hours and relaxed credit terms all acted to sustain 
consumer interest. Apparel demand increased and sales of 
household goods remained higher than in the early months 
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of this year or the corresponding September period of 1951. 
Strong demand was noted for washers, freezers, small appli- 
ances and household goods. 

Sales of the nation’s department stores are sticking close 
to last year’s results. In both the week ended September 13 
and that of September 6 they were 1% below year-ago 
figures. When compared with 1951 returns, sales in the Atlanta 
district continue to make the best showing for the sixth week 
Ina row. 

° 


INDUSTRY—The Federal Reserve Board estimates that its 
index of industrial production rose sharply in August to 212% 
of the 1935-1939 average from 191 the month before, as 
business returned to full gear led by output of durable goods 
manufacture. The recovery in business activity continues in the 
first half of September according to the readings of the MWS 
Business Activity Index which rose to 191.5% of the 1935-1939 
average for the week ending September 13 from 188.8 for 
the last week in August. The latest week saw a new high for 
coal production while crude oil runs to stills, electric power 
output, freight car loadings, lumber shipments and paperboard 
production also improved. Steel output for the week was at a 


(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month = Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) —_| Aug. 3.3 4.2 3.2 1.55 | very high 101.8% of rated capacity. 
Cumulative from mid-1940. Aug. 467.7 464.4 423.0 13.8 ° 
FEDERAL GROSS DEBT—$b Sept. 17 i se | ee eens Comte eity 
a prices experienced a gentle decline in the 
MONEY SUPPLY—$b two weeks ending September 16. The Bu- 
Demand Deposits—94 Centers Sept. 10 52.9 52.3 51.4 26.1 | reau of Labor Statistics index of primary 
Currency in Circulation Sept. 17 29.3 29.4 28.1 10.7 | market prices lost 0.5% during the period 
BANK DEBITS but the farm products component of the 
New York City—$b Sept. 10 10.4 9.5 9.5 4.26 | index was harder hit with a 1%2% drop since 
ais her Gecitl Sept. 10 14.4 13.1 15.2 7.60 ie il 2 a — eesypial 
i ear a tia ower prices for livestock, grains an 
PERSONAL INCOMES—$b (cd2) nd i aa = er ae fresh gee =e foods 
Salaries and Wages pied ~ . a. * were down 0.7% during the period and 
Proprietors’ Incomes “as 2 vi meats lost 2%. All commodities other than 
Interest and Dividends od ' ye - ” farm products and foods were only nom- 
Transfer Payments. “ed 4 7 oe * inally lower with a decline of 0.1%. 
(INCOME FROM AGRICULTURE) July 21 21 21 10 
= a Perens ee ee eee 
POPULATION—m (e) (cb) Aug. 157.2 157.0 154.6 133.8 
Non-Institutional, Age 14 & Over__ te 109.8 109.7 108.9 101.8 The VALUE OF NEW CONSTRUCTION 
Civilian Labor Force Aug. 64.0 642 642 55,6 | foSe a seasonal 2% in August to reach a 
egal hens. 16 19 16 3.8 | new monthly high of $3.15 billion accord- 
oietend _ prtiog 62.4 62.2 626 sig | ingto the combined report of the Commerce 
In Agriculture Aug. 7.0 7.6 77 a9 | and Labor Departments. A year ago new 
Stile ain. 55.4 54.6 54.9 43.8 | construction expenditures came to $2.94 
At Work ied 57.0 56.1 57.8 43.2 | billion. Private building in August of this 
eitily: Sea i, 429 428 43.6 420 | Year was valued at $2.04 billion against 
Man-Hours Weekly—b — | Aug. 245 2.40 252 1.82 | 91-97 billion a year ago. New homebuild- 
oo ing is the largest single factor in private 
EMPLOYEES, Non-Farm—m (Ib) July 46.0 46.4 46.4 37.5 | construction and at $938 million accounted 
Government July 6.6 6.6 6.4 48 | for 46% of total private outlays. Public 
Factory July 12.0 12.4 12.9 11.7. | construction spending came to $1.11 billion 
Weekly Hours July 39.9 40.4 40.2 40.4 | in August with building for defense pur- 
Hourly Wage (cents) July 165.0 165.8 160.9 77.3. | poses—chiefly work on atomic energy and 
Weekly Wage ($) July 65.84 66.98 64.24 21.33 | military and naval facilities—valued at $330 
a million or 3% of total public construction 
PRICES—Wholesale (Ib2) Soph: 16 ms 4 34 92.5 | outlays while another 30% went for high- 
Retail (cd) June 210.5 210.3 206.4 116.2 way building. 
COST OF LIVING (Ib3) July 190.8 189.6 185.5 100.2 ‘a si sy 
Food July 2349 231.5 227.7 113.1 The BALANCE OF INTERNATIONAL 
Clothing July 201.4 202.0 2033 113.8 | PAYMENTS between the United States and 
Rent July 141.9 141.6 1362 107.8 | foreign countries swung sharply against us 
RETAIL TRADE—$b** : ~~ | in the second quarter of this year as United 
Retail Store Sales (cd) Joly _— “es -_ 1 States expenditures for foreign goods and 
inate: eaiin ‘lp ee va pe 11 | Services plus American assistance exceeded 
ieee Uc hely ree ma ne rat spending by foreign countries here by $382 
Dep't Store Sales (mrb) uty pee stad ae nel million. This exactly reversed first quarter 
Retail Sales Credit, End Mo. (rb2)—— | 5, a hoa “ a results when the balance was in our favor 
COM _, | by the same amount—$382 million. The sec- 
MANUFACTURERS’ ond quarter gain in foreign holdings of 
New Orders—$b (ed) Total July 213 24.8 22.6 14.6 | gold and dollar assets occurred despite the 
ae ee July 10.2 13.0 12.2 7.1 | fact that our exports exceeded imports by 
NonSurchls Goods | July 11.2 leg 10.3 7.5 | $1,252 million. This was more than counter- 
Shipments—$b (ed)—Total**___ | July 21.5 21.8 21.2 8.3 balanced by U. S. Government economic 
DienbslavGoods | July 97 10.3 9.7 4.1 | aid, grants and loans of $848 million plus 
Nie Dunks bods | July 11.8 11.6 11.5 42 $581 million of military aid. In addition, 
[ epeeerseremtats = — —— | our net private investment in foreign coun- 
es Sey One in”° tries totalled $518 million during the period. 
Total—$b (cd) July 69.3 69.5 70.3 28.6 seas 4 - 
The rise in foreign reserves followed a nine- 
Manufacturers’ July 42.1 42.2 39.9 16.4 ° 4 ° . 
month drain which saw foreign holdings of 
eeeasnsidl wed = vd ~— = gold and dollars decline by almost $1 
Retailers’ July 17.8 17.8 20.0 8.1 billion. 
Dept. Store Stocks (mrb) July 2.4 2:3 27 1A i 3 * 
BUSINESS ACTIVITY—1—pc Sept. 13 191.5 187.0 1858 141.8 Manufacturers of FINISHED PORT- 
(M. W. S.)—1—np. Sept. 13 228.1 2226 2167 «91465 |LAND CEMENT ran mills at 90% of 
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Latest Previous Pre- 
0K Wk.or Wk.or Year Pear! PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
: INDUSTRIAL PROD.—1 np (rb)** | July 191 203 212 174 |capacity during July and produced 21,- 
Mining July 143 147 156 133 342,000 barrels of their product, a 5% 
dity Durable Goods Mfr. —__ | July 224 247 265 220 | decrease from the corresponding month of 
the i I Non-Durable Goods Mfr._______| July 180 187 187 151 | last year, the Bureau of Mines has an- 
: a =a ae nounced. Mill cement P : 
Bu-| | | carLoaDINGs—t—total E Sept. 13 a8} 746851833 MEN SHIPMENTS of 25, 
nary peggy Sept. 13 409 349 403 379 084,000 barrels were up 3% from a year 
riod aig | ago but only slightly above the 25,067,000 
rio Mase tC. Sept. 13 75 63 75 156 | | hi h - 
the sem a, Sept. 13 48 40 53 43 ‘| barrels shipped the month before. With 
ince | — eee a | shipments exceeding output, STOCKS on 
tan- h, ELEC. POWER Output (Kw.H.) m | Sept. 13 7,654 7,324 7, 138 3,267 hand on July 31 fell to 15,154,000 barrels 
and an 6€86hhre.”:C~:tC«e a from 18,901,000 barrels the month before. 
sods SOFT ee Prod. (st) m | rena + poy wea ake a On July 31, 1951 manufacturers had inven- 
and ee oe om 79.3 807 43 pop tories of 14,812,000 barrels of finished 
han Stocks, End Mo 4 ole : ee ; portland cement. 
iom- PETROLEUM—(bbls.) m * *” * 
Crude Ovtput, Daily——___—__——_ ia a ae gee gee Fy PRIVATE AND PUBLIC DEBT rose by 
i e . “Ite . 
Gasoline Stocks : P $33 billion in 1951 to reach a total of $519 
Fuel Oil Stocks__ we eee ee Sept. 13 53 53 49 94 billion at the year-end, the C 
ON Heoting Oil Stocks | Sept. 13 109 ‘106 99 55 Y a 
h 9 sears ; Department has reported. The entire in- 
hoa 
mt LUMBER, Prod.—(bd. ft.) m Sept. 13 690 593 623 632 | crease was in non-Federal debt while net 
Stocks, End Mo. (bd. ft.) b__ ey pee 8.3 8.2 71 12.6 | obligations of the United States Govern- 
2rce nace ee | : : : : 
ins ————_—__— | ment remained Virtually unchanged for the 
“9 STEEL INGOT PROD. (st) m | Aug. 8.5 1.6 8.7 7.0 | second year in succession. Aggregate pri- 
thi Cumulative from Jan. 1 | Aug. 55.1 46.6 69.7 74.7 | vate indebtedness reached $277 billion at 
is EE = . : 
nai ENGINEERING CONSTRUCTION | proces ice cath _ increase 
‘ild- AWARDS—$m (en) Sept. 18 260 265 232 94 ile te or 127% above the previous 
nal echeiibiitiieeiiactins® _| Sept. 18 11,939 11,678 10,389 5,692 year’s total. The proportion of private debt 
aaa Di sy Aha a iia Za i _| increased to 53% of the total from 51% at 
bl MISCELLANEOUS the end of 1950 and 35% on December 
piel tne Cotes one Sept. 13 242 270 201 165 31, 1945, Corporate debt rose by $19% 
bie Cigarettes, Domestic Sales—b____| July 34 36 30 17 billion last year to a total of $156 billion, 
sia Do., Cigars—m July 504 496 422 543 a 14% increase, on top of an 18% rise 
330 o., Manufactured Tobacco (Ibs.)m_| July 16 18 16 28 during 1950. 
fon b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted antl totals at nil rate, hhafinns taxes. 
gh- cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills, 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
AL *—1941; November, or week ended December 6. **—S lly adjusted 
ind THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES _ ; 
US l 1952-1952 
ted No. of ee 1952 1952 | (Nev. 14, 1936, Cl.—100) High Low __ Sept. 12 Sept. 19 
ind Issues = (1925 Cl.—100) High low = Sept. 12 Sept.19 | 100 HIGH PRICED STOCKS... 129.1 119.2 123.6 123.5 
led 330 COMBINED AVERAGE 202.1 190.9 195.5 195.6 | 100 LOW PRICED STOCKS 241.5 2269 230.7 231.7 
382 4 Agricultural Implements.......... 295.8 261.6 264.6 261.62 | 5 Investment Trusts .................. 109.8 989 103.9 103.9 
ter 10 Aircraft (‘27 Cl.—100)........... 337.4 278.2 322.6 322.6 | 3 Liquor ‘27 Cl.—100) 1146.9 910.4 932.9 910.4 
vor 7 Air Lines (‘34 Cl.—100)  FTFR 609.0 609.0 609.0 | 11 Machinery ................. ssssusciess, ANG 197.9 212.5 210.4 
ec- 8 Amusement ....... 102.7 80.0 82.9 83.9 | 3 Mail Order ......... PY: EER 130.6 116.4 116.4 117.7 
f 10 Automobile aie 251.2 232.0 246.4 246.4 | 3 Meat Pachitig: ..........::.....0c0s0- 100.2 79.6 81.6 79.6Z 
° WY PRONMIGIIND: oo ascsceesecscesbcevssse. 44.2 40.2 43.4 44.2A 13 Metals, Miscellaneous .......... 307.4 249.4 261.0 258.1 
the 3 Baking (’26 Cl.—100) 22.0 20.8 22.0 21.8 | 4 Paper .. he .. 4437 3953 419.5 415.5 
by 3 Business Machines .... 398.3 370.4 378.4 378.4 29 Petroleum me 485.1 437.4 441.8 437.4Z 
er- 2 Bus Lines (‘26 Cl.—100)....... 182.2 141.6 174.7 174.7 30 Public Utilities : mn 180.4 162.5 178.8 178.8 
ni WD GC UIIRONS. foo oscs. cocceccaccdevccvesereee 418.0 356.4 368.6 372.6 9 Radio & TV (‘27 Cl.—100) JS 31.1 33.9 35.5A 
aa 3 Coal Mining oo... 16.0 13.5 13.6 13.5Z | 8 Railroad Equipment 64.3 58.0 58.6 58.02 
lus 4 Communications .................... 68.3 61.7 63.0 63.6 24 Railroads ................ 49.4 41.3 45.8 45.4 
on, DF CO ois osechsdesescidenesns 72:3 66.8 67.5 66.8Z 3 Realty Reels Deen 48.5 38.2 47.0 47.0 
un- F GOWER: Fence coss-nitcirccincen ARO 442.8 442.8 442.8 3 Shipbuilding ee a. 208.4 181.0 199.2 204.7 
>d 9 Copper & Brass .......0..0........ 169.5 138.8 146.9 145.3 GRE CUI ois ccsinconctebcccecdaces 330.5 301.2 313.8 317.0 
: 2 Daity PrOduets: <...0...0::.000..6005. 90.5 83.2 87.3 88.1 14 Steel & Iron ...... me 154.8 135.3 136.8 135.3 
watt 5 Department Stores .............. 66.0 60.1 62.7 62.0 F SOGOr oaceccccccecccccsccssssseeesee 73.1 62.5 639 62.52 
of 6 Drugs & Toilet Articles.......... . 233.1 212.7. 215.0 217.2 Me SAR sc cccass hostaisstevieguct 616.3 530.4 579.6 563.2 
$1] | © Pinenee Companies ................ 394.3 308.1 3848 387.9 oe 197.4 164.1 170.0 170.0 
7 Food Brands cecccccsccccm., 1856 171.5 183.9 185.6 3 Tires & Rubber... 76.7 66.9 70.4 70.4 
2 Food Stores .......... 107.6 97.4 105.6 107.6 | 85.9 78.6 80.2 81.0 
3 Furnishings 66.7 59.3 64.3 66.1 2 Variety Stores ........ i. 319.6 1948 2948 294.8 
tT | | 4 Gold Mining ...........:::ss0. 736.4 648.3 679.8 679.8 18 Unclassified ('49 Cl.—100) 119.7. 115.1 116.2 117.4 
of A—New High for 1952. Z—New Low for 1952. 
EET 
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Trend of Commodities 





Commodity futures eased in the two weeks ending September 
22, led by declines in corn and cotton. The Dow-Jones Futures 
Index registered a new low for the year at 172.29, on Sep- 
tember 18, before a rally developed which carried the index 
to a 173.38 closing on September 22. This compares with 
174.72 two weeks earlier. Lower prices were seen for all the 
grains—wheat, corn, oats, rye, and barley —as well as soy 
beans, lard, cotton, coffee, lead and zinc. On the up-side we 
find cocoa, wool, hides and rubber while sugar futures showed 
little change. May wheat lost one cent during the period to 
close at 243% on September 22. The second Canadian crop 
estimate placed production at a record-breaking 675 million 
bushels, up 19 million bushels from the previous month's fore- 
cast and way above last year’s 552 million bushel harvest. 
Foreign demand for United States wheat has been slow with 


Nee ANON 


sales under the International Wheat Agreement totalling 67 | 


million bushels so far in the present season against 87 million 
bushels for the same period of last year. However, wheat is 
moving briskly into the Government loan which will act as a 
long-term supporting factor. Corn prices have been weak 
during the past fortnight with the May future losing 5%4 cents 
to close at $1.74. The imminent expansion of harvesting and 
the favorable crop outlook depressed prices. The government's 
average loan price equals $1.60 on the farm which is equiva- 
lent to $1.75 in Chicago and this will act as a price prop. 
October cotton lost 75 points in the past two weeks and the 
increasing crop movement played a part in this decline. 
Exports for the season to date are only half of those in the 
same period of last year. Offsetting this is the outlook for 
a lower crop this year. 
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1948 t949 1950 


U. S. DEPARTMENT OF LABOR INDEX OF 28 
Spot Market Prices—August, 1939, equals 100 





Date 2 Wks. 3Mos. 1Yr. Dec. 6 
Sept.22 Ago Ago Ago 1941 
28 Basic Commodities 290.8 291.4 293.8 326.1 156.9 
11 imported Commodities 285.7 282.4 288.0 336.2 157.3 
17 Domestim Commodities 294.2 297.4 297.7 319.7 156.6 
COMMODITY FUTURES INDEX 
JUNE JULY AUG. SEPT, 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1952. 1951 1950 1945 1941 1939 1938 1937 
NI cossescesyencse 181.2 2145 2047 958 743 78.3 65.8 93.8 
Low 172.3 174.8 134.2 83.6 58.7 61.6 57.5 64.7 
40 








1951 1952 195) 1954 





BASIC COMMODITIES 


Date 2 Wks. 3Mos. 1Yr. Dec. 6 

Sept.22 Ago Ago Ago 1941 
7 Domestic Agriculture 344.7 349.8 351.5 340.9 163.9 
12 Foodstuffs .. .. 350.2 354.2 356.8 368.0 162.2 
16 Raw Materials .. 269.7 268.5 268.9 307.8 148.2 





RAW MATERIALS SPOT INDEX 
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Average 1924-26 equals 100 


1952 1951 1950 1945 1941 1939 1938 1937 

BARI foscsscceckcessre 192.5 215.4 202.8 111.7 889 67.9 577 86.6 
RN eecrasssnsessnees 166.5 176.4 1408 986 58.2 489 47.3 546 
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lf You Are Holding Bonds 
and Preferreds 





(Continued from page 33) 


recently acquired the investment 
cannot do. But why, when a stock 
or bond is selling in the open mar- 
ket at a level above the call price, 
hold on to the investment? To 
plead ignorance of the call pro- 
vision is no excuse. That provision 
was created at the time the stock 
or bond was issued. The facts re- 
garding it are carried in the se- 
curity manuals and are abtainable 
from all the usual sources of fi- 
nancial data. 

What happened in connection 
with Seaboard Air Lines 5% pre- 
ferred is not an isolated instance. 
There have been similar occur- 
rences in the past and these will 
unquestionably be duplicated in 
the future. For instance, there 
are a number of good grade pre- 
ferred stocks and highly regarded 
bonds that are selling today at or 
above their current call prices. 
The accompanying table embodies 
a list of preferred stocks and 
bonds that are currently in this 
category. The alert investor hold- 
ing any of these issues is aware 
of the situation, but there are, un- 
doubtedly, others holding one or 
more of the issues in the list who 
are either lacking the proper in- 
formation as to the call provisions 
or who, under the stress of other 
matters, have allowed the facts to 
get away from them. In an ad- 
joining table we list a limited 
number of preferred stocks which 
we regard as being suitable re- 
placements for those issues which 
an investor may elect to dispose 
of at this time. 





Will Natural Gas Industry 
Continue Growth? 





(Continued from page 26) 


been 5.1% and that on April 30, 
1951 Northern itself yielded 5.1%. 

On August 11 the FPC ordered 
Colorado Interstate Gas to reduce 
wholesale rates by $3,111,000, as 
the result of an _ investigation 
started in 1948. The company had 
held that it should be allowed a 
return of 614% but the commis- 
sion decided that 5% would be 
adequate, although the reductions 
it ordered would only reduce the 
return to about 534.%. 

(Please turn to page 44) 
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12 ISSUES OF THE 
EXCHANGE MAGAZINE 


Yours for only *1 















THE EXCHANGE, monthly magazine of the New York 
Stock Exchange, brings you important, timely 
and authoritative information about stocks and 
companies listed on the Big Board. 


If you are already a share owner . . . or if you 
want to become one...THE EXCHANGE is written 
with you in mind. 

The staff of the magazine discuss in clear non- 
technical language a wealth of investment data in 
every issue. Experts in other fields talk about 
some of the vital issues of the day. 

















Recent EXCHANGE articles 


* IS THERE FOOLPROOF INVESTING? 
A CLERGYMAN LOOKS AT CAPITALISM 
SOVIET ‘“*PROPA-NOMICS” 
THE SCIENCE OF ECONOMIC LYING 
52 STOCKS WITH LONGEST DIVIDEND RECORDS 
LISTED COMPANIES WITH NO DEBT 
WHAT HAPPENS TO STOCKS WHEN THEY SPLIT? 
PAR VALUE vs. MARKET VALUE 
















The top executives of our leading corporations 
give readers of THE EXCHANGE the inside story 
of their problems and operations. 











Recent EXCHANGE authors 






Crawford H. Greenewalt, President, Du Pont 
Harry A. Bullis, Chairman, General Mills 
Reese H. Taylor, President, Union Oil Co. of California 
Paul W. Johnston, President, Erie Railroad 
Gwilym A. Price, President, Westinghouse Electric Corp. 
H. E. Humphreys Jr., Pres. & Chairman, U.S. Rubber 


















You can get the next 12 issues of THE EXCHANGE for 
just $1.00. You get 120 articles, packed with down-to- 
earthinvestmentthinking.Startyour subscription now, 
and we will send you the current issue immediately. 














20 Broad Street, New York 5, N. Y. 






Enclosed is $1.00 (check, cash, money order). 
Send me the next 12 issues of THE EXCHANGE. 
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This bo Neciounl Steel 


Seven great divisions welded into one 


It takes a lot of doing to make a ton of steel. 
Probably no other industry requires resources so 
tremendous in variety and extent as those needed 
in the steel industry just to maintain operations. 


And in an industry whose very essence is bigness, 
National Steel is big! 


National Steel owns and operates vast mines and 
mills, the world’s largest open hearth furnaces, a 
great fleet of lake ore boats and river barges, the 
biggest and fastest electrolytic plating lines, one 
of the world’s largest continuous rolling mills. 


And to meet the growing needs of tomorrow, 
National Steel continues to expand, with a capacity 
of 6,000,000 ingot tons annually set for 1953. 





HANNA IRON ORE COMPANY, Cleveland, Ohio—Iron | 








This, then, is National Steel .. . growing to serve NA 
the needs of all America... completely inde- ore properties and mines in Minnesota, Wisconsin and | pro 
pendent .. . completely integrated .. . one of the Pym ee In addition, National Steel is participating in | sup 
nee ; the development of the important new field in Labrador- trer 
nation’s leading steel producers. Quebec, where great reserves will help to assure the future | ex 
supply of iron ore—the basic ingredient of steel. twe 

} 
a 
GREAT LAKES STEEL CORPORATION—Located at WEIRTON STEEL COMPANY—The world’s largest inde- STF 
Detroit, Michigan, this unit of National Steel is the lead- pendent manufacturer of tin plate, with mills at Weirton, oil 
ing steel producer in that important industrial area. Its West Virginia, and Steubenville, Ohio. A pioneer in Or 
complete steel-making facilities enable Great Lakes Steel developing the electrolytic process for applying pro- Qu 
to furnish a wide range of industries with a large volume tective coatings to steel, Weirton operates the world’s Str 


and variety of standard and special steels, including 
famous N-A-X High-Tensile steel. 





largest and fastest electrolytic plating lines. Products 
include a wide diversity of other finished steels. 
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NATIONAL MINES CORPORATION—Coal mines and 
properties in Pennsylvania, West Virginia and Kentucky, 
supplying high grade metallurgical coal for National’s 
tremendous needs. Recently, coal resources were further 
expanded by the acquisition of a substantial interest in 
two large mining operations in the Pittsburgh area. 


THE HANNA FURNACE CORPORATION—Biliast furnace 
division of National Steel, in Buffalo, New York. Its four 
furnaces augment the pig iron production of National’s 
eight other blast furnaces in Detroit and in Weirton, 
West Virginia. In addition, it is a leading producer of 
all grades of merchant pig iron for foundry use. 











STRAN-STEEL DIVISION—A unit of Great Lakes Steel, 
with plants at Ecorse, Michigan, and Terre Haute, Indiana. 
Originator and exclusive manufacturer of the famous 
Quonset buildings. Other principal products include 
Stran-Steel nailable framing for the building industry 
and Stran-Steel flooring for trucks and truck trailers. 








NATIONAL STEEL @#M CORPORATION 


PITTSBURGH, PA. 


GRANT BUILDING 


SERVING AMERICA BY SERVING AMERICAN INDUSTRY 





NATIONAL STEEL PRODUCTS COMPANY, Houston, 
Texas—A leading steel distributor in the Southwest, 
furnishing a wide variety of products to thousands of 
customers in a ten-state area. The huge plant and ware- 
house—a Quonset structure fabricated by the Stran-Steel 
Division—provides five acres of floor space under one roof. 





NATIONAL 
STEEL 












G Why Buy Municipals? 


Quite frankly not everybody should. Because for most 
people common stocks offer a more attractive return. 


. . ‘f 
But as your income increases, that’s 


not nearly so true. 


Take a man for instance, who files a joint return on 
$45,000 of taxable income. He can realize the same return 
after taxes from a tax-free municipal yielding 2%, as he can 


from a taxable stock paying 


& 
%. 


Lots of investors, of course, are familiar with the tax-free 
features of municipal bonds already—take full advantage 
of them to increase the net income from their holdings. 


But lots of others 
opportunity. 


don’t 


understand this tax-saving 


That’s why we’ve just published a new booklet called 


“MUNICIPAL Bonps”. 


It begins with a chart comparing net yields from taxable 


and tax-free securities at various income levels . . . 


shows 


just how important municipal bonds may be to you. 


Then it describes the different kinds of bonds you can 


buy... 


pare them as to quality. 


explains how they’re priced . . 


. tells how to com- 


It covers why and how they're issued, why they're such a 
safe investment, why we feel we can help you select those 


best suited to your situation. 


If your income is over $10,000 a year, we think you'll want 


to read 


course. Just write— 


“MUNICIPAL Bonps”. 


There’s no charge for it of 


Department SF-90 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 103 Cities 











DIVIDEND NOTICE 


ber 15, 1952, to 
24, 1952. 


olders o 








‘Elizabeth, N. J. 


The Directors of Daystrom, Incorporated al 
(formerly ATF Incorporated) on September 
23, 1952, declared a regular quarterly divi- 
dend of 25 cents ie share, i Novem- * 

ecord October 


INSTRUMENT DIVISION 
It’s every American’s right and duty to vote—be sure you vote November 4th. 


Operating Units: 5 


AMERICAN 
TYPE FOUNDERS 
* 
DAYSTROM 
ELECTRIC CORP. 


DAYSTROM 
FURNITURE DIVISION 


DAYSTROM 

















Natural Gas 





(Continued from page 41) 


Federal regulatory procedure 
may be clarified within a few 
months as a result of changes re- 
ported pending in the commission 
set-up, or by action of Congress. 


4G 


In any event many gas utilities 
are subject to state rather than 
Federal regulation. The indus- 
try’s potential growth remains 
dynamic and the discerning inves- 
tor may well take advantage of 
present market irregularities to 
select attractive issues on a long- 
pull basis. 


THE 








Investment Audit of 
Chrysler Corporation 





(Continued from page 32) 


in rising costs and selling prices. 
This means that total profits cal- 
culated on gross revenues have 
tended to keep pace with the infla- 
tion in dollars so long as it has 
been possible to maintain normal 
margins. 

Generally, the shares of Chry- 
sler would appear reasonably ap- 
praised, yielding something more 
than 7 per cent. 





Rapid Depreciation 
Charge-Offs 





(Continued from page 15) 


taxes payable, so that net income 
is cut to only minor extent. 

Investors will agree with busi- 
ness management that, if heavy 
depreciation charges must be in- 
curred, there could be no better 
time than the present, when they 
would serve to offset record-high 
income taxes. Nevertheless, in the 
event that a slump should take 
place in the volume of sales and 
in gross earnings, a company 
having assumed heavy deprecia- 
tion charges might find them a 
source of embarrassment in its ef- 
fort to maintain earnings in ex- 
cess of dividends. Depreciation 
charges, unlike the plant outlays 
on which they are based, cannot 
be raised or lowered at will but 
must be adhered to at established 
rates, generally speaking, until 
the original costs have been com- 
pletely written off the balance 
sheet. Nowadays any company 
that even proposed to cut its de- 
preciation charges during a 
period of lean earnings would be 
likely’ to cause consternation 
among its shareholders, bond- 
holders, and bankers, as well as 
the S.E.C. and Bureau of Interna] 
Revenue. This practical objection 
to lightening the charges must be 
admitted, notwithstanding the 
fact that the accelerated depre- 
ciation already charged has cre- 
ated a substantial “cushion” of 
actual plant values over book 
values as carried on the balance 
sheet. 

In watching (3), the cash flow, 
it is important to recognize the 
distinction between a company’s 
income as reported and the actual 
change in its cash position. The 
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latter reflects a variety of dif- 


ferent cash demands for carrying 
increased inventories, receivables, 
or securities, as well as outlays 
to finance the cost of plant ex- 
pansion, or for reduction of debt. 
It also reflects the supply of cash 
from different sources, such as 
the liquidation of assets or the 
incurring of short or long term 
debt, or from retained earnings, 
and the sale of additional capital 
stock. 

Finally, it must never be over- 
looked that this step-up is of a 
temporary nature and that once 
the plant costs have been com- 
pletely charged off, the deprecia- 
tion charges and the cash flow 
therefrom will stop abruptly, 
while the taxes payable will jump 
sharply. Despite these eventual 
changes in financial status, the 
physical value of the plant, then 
fully paid for, may remain as 
great as ever—provided it is 
wisely designed and the demand 
holds up for its output of ma- 
terials. 





Props to Ease Our Economy 





(Continued from page 10) 
in the coming years is hard to 
predict, but it will be high. Lo- 
cal government expenditures for 
schools, hospitals, and sewer proj- 
ects were slowed temporarily by 
the Korean war and the defense 
program. This spending is now 
beginning to climb, and is ex- 
pected to continue to climb for 
the next five years. 

In addition there will be pet 
projects of the federal govern- 
ment that will bolster business. 
Outstanding is the Atomic Energy 
program. 

Electric utility expansion—high 

for the past five years—will con- 
tinue. Complete figures are not 
available, but expansion at rec- 
ord heights continue in the Ohio 
River valley area, in New Eng- 
land, and in Washington and 
Oregon. 
_ To sum it all up, there is every 
indication that as the defense 
program eases off a year and a 
half from now, there will be suf- 
ficient new business to take up the 
lag to a large extent. The coun- 
try’s business level will not zoom 
upwards, but on the other hand, 
from all indications now, there 
will be no general drop. Business 
will continue along at a steady 
pace. 

And in many industries, there 

(Please turn to page 46) 
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55,000,000 


motor cars since have 


used MORSE chains 





..and 





The builders of that classy “‘Lozier’’ were among the first to recognize 
the correct engineering principle and remarkable dependability of 
Morse Chains in motor car performance. 


Today Morse timing chains and other Morse transmission products 
are almost universally preferred for original equipment and for re- 
placement use in practically every industry as well as in motor cars, 
trucks, buses, tractors and farm implements. 


For 39 years Morse Chain—a unit of Borg-Warner Corporation has 
contributed to and shared in the progress and prosperity of the auto- 
motive industry. B-W’s Morse Chain is another example of how 


Hi] ENGINEERING MAKES IT WORK [I] roouction MAKES IT AVAILABLE 


Almost every American benefits every day from the 185 products made by 





ENGINEERING 


PRODUCTION 





BorG-WARNER 


THESE UNITS FORM BORG-WARNER, Executive Offices, Chicago: BORG & BECK * BORG-WARNER 

INTERNATIONAL ¢ BORG-WARNER SERVICE PARTS + CALUMET STEEL + DETROIT GEAR + FRANKLIN STEEL 

INGERSOLL PRODUCTS + INGERSOLL STEEL « LONG MANUFACTURING * LONG MANUFACTURING CO., LTD. * MARBON 

MARVEL-SCHEBLER PRODUCTS * MECHANICS UNIVERSAL JOINT * MORSE CHAIN * MORSE CHAIN CO., LTD. + NORGE 

PESCO PRODUCTS + ROCKFORD CLUTCH + SPRING DIVISION * WARNER AUTOMOTIVE PARTS 
WARNER GEAR + WARNER GEAR CO., LTD. » WOOSTER DIVISION 


NORGE HEAT + 
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Philip Morris 


Our Institutional SHARE OWNERS | CUMULATIVE PREFERRED STOCK 





Corporation Dividends Are Good Providers 
The Church Pension Fund is one of many insti- 


tutions depending on income from investment 
in American free enterprise. It has long shared 
in Philip Morris ownership. Corporate dividends 
provide a source of income enabling the Fund 
to send regular pension checks to retired 
clergymen or their widows. Here Mr. Robert 


Worthington, Executive Vice President, is ex- 


plaining the organizational workings of the 


Church Pension Fund. 


cu BHILIP MORRIS 


10OAth 
COMMON 

| STOCK 
DIVIDEND 


& Co. Ltd., Ine. 


The regular quarterly dividends 
of $1.00 per share on the 4% 
Series and $0.975 per share on 
the 3.90% Series have been de- 
clared payable November 1, 
1952 to holders of record at 
the close of business on Octo- 
ber 15, 1952. 


COMMON STOCK ($5.00 Par) 
A regular quarterly dividend 
of $0.75 per share has been 
declared payable October 15, 
1952 to holders of record at 
the close of business on Oc- 
tober 1, 1952. 


L. G. HANSON, Treasurer 


September 17, 1952 
New York, N. Y. 














Cea? 


Mining and Manufacturing 
Phosphate e Potash e Plant Foods e Chemicals 
Industrial Minerals e Amino Products 


* 


Dividends were declared by the 
Board of Directors on 
Sept. 11, 1952, as follows: 

4% Cumulative Preferred Stock 
42nd Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per Share. 
$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40¢) per Share. 
Both dividends are payable Sept. 30, 
1952, to stockholders of record at the 
close of business Sept. 22, 1952. 


Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer 


* 


INTERNATIONAL MINERALS 


& CHEMICAL CORPORATION 
General Offices: 20 North Wacker Drive, Chicago 6 





will be sharp climbs. They won’t 
be offsetting corresponding 
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slumps in other civilian pro- 
ducers, but instead will be taking 
up the lag caused by the smaller 
rearmament spending. 

As mentioned earlier, defense 
spending will not fall off pre- 
cipitately, but instead will first 
level off for a period of a year 
and a half to two years, and then 
will start a gradual decline. Some 
defense items will be in complete 
supply. Small arms ammunition 
is already taken care of, for in- 
stance. But many programs are 
just getting under way. Plane 
production is a good example. 
Newspaper accounts of the size 
of the coming air force vary from 
day to day. But regardless of 
what size is finally settled on, it 
will be much larger than it is at 
present. Planes will have to be 
made to serve that force and to 
maintain a constant stream of re- 
placements. 

The guided missile program is 
not yet underway; actually, most 
production now is experimental. 

So, it appears that the result 
of the fright caused by Economic 
Advisor Turner’s mistaken notion 
that defense spending had reached 





its peak and an economic slip was 
ahead is that things do not look 
too bad. Added together, the eco- 
nomic factors now total a con- 
tinuing high level of business. 





Round Up of World Political 
Set-Ups 





(Continued from page 19) 


susceptible to Soviet influence. 

While the future of Asia is 
of paramount importance to the 
United States, of greater imme- 
diate concern is the position of 
Western Europe. Here, we have 
made the greatest strides, but real 
security is still a considerable dis- 
tance ahead. England and France, 
in particular, are still harassed by 
fundamental economic problems 
which are not even yet near solu- 
tion. On the other hand, politi- 
cal conditions in these countries, 
are more secure and both are 
firmly wedded to the Atlantic 
community of nations. 

Yet one must note the great 
change which has taken place in 
the British economy since the vir- 
tual ending of its old colonial 
power. The same is true of France 
whose grasp on its North African 
possessions, in addition to Indo- 
China, is becoming weaker. Un- 
doubtedly, nationalism in the Mo- 
hammedan world is swiftly be- 
coming a factor of world-wide 
importance. While it is unlikely 
that most of these lands would 
turn communist, in view of their 
religious orthodoxy, nevertheless 
their bid for recognition as dis- 
tinct nationalities, instead of as 
dependencies, poses many serious 
problems for the Western World. 
This is especially true as the 
Kremlin loses no opportunity to 
weaken the position of the West- 
ern powers in the Near East and 
Africa. It is for this reason that 
these regions have been marked 
anti-U. S. on the map, though this 
danger is more potential than ac- 
tual. 

The United States is called 
upon to assist the strengthening 
of the economies of these regions. 
This is taking many forms, from 
direct loans and grants, to the 
building of military installations 
in many far-flung localities. It is 
not likely that such aid can be 
safely reduced in the foreseeable 
future without our risking the 
support of the mililons who live 
in these areas. 

Of greater cheer is that our 
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nation is building a strong fabric 
of defense in Europe militarily. 
NATO, with all its difficulties, 
seems destined to emerge as a 
powerful instrument of defense 
and itself is a deterrent to Soviet 
agression. ; 

Another fortunate development 
which adds to the strength of the 
United States is the gradual! re- 
cession of communism in Western 
Europe and, with it, the weaken- 
ing of the communist parties. 
Elections in the past two years 
have indicated the drift clearly. 
Not the least important of these 
developments is the drop in the 
membership of the French Com- 
munist party, and the loss of pres- 
tige of the Italian Communist 
party. In Western Germany com- 
munism plays only a compara- 
tively small part. 

Trouble is indicated in Latin 
America, Argentina having long 
been antagonistic to America, 
especially under Peron leadership. 
Colombia and Chile are in turmoil 
with nationalization a growing 
force. Guatemala is more or less 
communist-led, and conditions in 
Venezuela have moderately de- 
teriorated on account of labor 
strife but the country remains 
prosperous nevertheless. On the 
other hand, Mexico has a stable 
government and is improving 
economically. 

Our northern neighbor—Canada 
—has shown impressive progress 
since the War and is rapidly be- 
coming one of the strongest eco- 
nomic entities in the world. It is 
a tower of strength to the United 
States. In lesser degree, the same 
can be said of some of the other 
members of the British Common- 
wealth, especially Australia and 
New Zealand. Despite the current 
economic problems of the latter 
two, they are politically secure 
and are dependable military allies. 

At home, of course, we are in 
a powerful, economic position, 
with the most stable government 
in the world. Militarily, we are 
incomparably the strongest single 
nation on earth and are becoming 
more so with each passing year. 

Our greatest problem neverthe- 
less remains the strengthening of 
our allies and near-allies. As we 
have shown, the position of many 
of these is not as satisfactory as 
we should like and it may get 
worse. Before they—and we—are 
safely out of the woods many 
hazards will have to be met. We 
have the strength to do it, pro- 
vided we act with sure knowledge 
and a solid, well-conceived policy. 
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DILLON, READ & CO. INC, 
BLYTH & CO., INC. 
HARRIMAN RIPLEY & CO. 
Incorporated 
LEHMAN BROTHERS 
SMITH, BARNEY & CO. 
UNION SECURITIES CORPORATION 
DREXEL & CO. 
WERTHEIM & CO. 


September 26, 1952. 


This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Shares. The ojfer is made only by the Prospectus. 


3,180,188 Shares 


Socony-Vacuum Oil Company, 
Incorporated 
Capital Stock 


($15 Par Value) 


Rights, evidenced by subscription warrants, to subscribe for these 

shares have been issued by the Company to the holders of its Capital 

Stock, which rights will expire at 3:30 P.M. Eastern Standard Time on 
October 14, 1952, as more fully set forth in the Prospectus. 


Subscription Price $31 a Share 


The several underwriters may offer shares of Capital Stock at prices not 

less than the Subscription Price set forth above 

sales to dealers, the concession allowed to dealers) and not more than 

either the last sale or current offering price on the New York Stock 

Exchange, whichever is greater, plus an amount equal to the applicable 
New York Stock Exchange commission, 


Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Shares in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 
GLORE, FORGAN & CO. 
KIDDER, PEABODY & CO. 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


STONE & WEBSTER SECURITIES CORPORATION 


EASTMAN, DILLON & CO. 


less, in the case of 


THE FIRST BOSTON CORPORATION 
GOLDMAN, SACHS & CO. 


LAZARD FRERES & CO. 


WHITE, WELD & CO. 


F. S. MOSELEY & CO. 


DEAN WITTER & CO, 
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AMERICAN-MARIETTA 
Cc OM FAHY 


The Board of Directors has declared the following 
quarterly dividends: 

Common Share Dividend 
A dividend of 25c per share on Common Shares, 
payable November 1, 1952 to Shareholders of 
record October 20, 1952. 

Preferred Share Dividend 
A dividend of $1.25 per share on Preferred 
Shares, payable November 1, 1952 to Share- 
holders of record Ottober 20, 1952. 

H. J. HEMINGWAY 

President 














PAINTS + CHEMICALS + METAL POWDERS 
ADHESIVES + RESINS + BUILDING PRODUCTS 








The accompanying map is in- 
tended as a general picturization 
of political and economic world 
conditions as they relate to the 
United States. In the limited space 


available, it has been impossible 
to present all details but, we be- 
lieve, readers are enabled to ob- 
tain an adequate impression of 
the situation as it exists to-day. 


47 





* 


Join Our New Investment 
Programs For Substantial | 
1952-53 Profit WAU, «= = Starting With 


6 Profitable Selections 


For Purchase Now | 
| 





A FULLY ROUNDED INVESTMENT 


Vox you can join our new market campaigns and 


SERVICE 
take sound, aggressive steps to increase your capital : 
and income. You will find that THE FORECAST tells you now 
Five situations of unusual promise have been confi- not only WHAT and WHEN to buy — and WHEN to} 
dentially recommended to our clients . . . combining take profits .. . but it also keeps you informed of what | 
sound elements of safety, secure income and attractive is going on in the companies whose shares are recom- | 
growth prospects. mended in our Bulletins. Each security you buy on | 
1. Leveraged stock — 6.59 return — income up 24 this advice is continuously supervised so you are never 
times 1946 — price below °46 top. left in doubt as to your position. 


2. Investment growth stock — yield 4.08% plus stock 
— 15% below 1951 high. 

. Stock dividend payer — 6% yield — 1952 income 
up — 19 points under °46 high. 

4, Undervalued issue — 5.6% return — increased 1952 


You will receive our weekly bulletins keeping you a | 
step ahead of the crowd in relation to the securities | 
markets, the action of the various stock groups, the | 
outlook for business, what is happening in Washington 


“w 




















sales — impressive finances. . .. as well as interpretation of the Dow Theory and 
5. High grade equity — 5.85%¢ yield — steady income our famous Supply — Demand Barometer. 
rise — strong profit prospects. 
... And, at individual bargain levels, we will make STRENGTHEN YOUR ACCOUNT — 
further judicious selections including medium and BE SURE TO GET OUR NEW ADVICES 
low-priced stocks, which should be among coming db 1 a a 
market leaders...to round out our three diversified Enroll now and buy our latest recommendations before : 
investments programs: they score sharp advances. ; 
PROGRAM ONE . . .Stressing Security of Prin- Send a list of your present holdings, twelve at a time, F 
cipal — Assured Income of 514 to 8% — so we can analyze them promptly for you... telling you i 
With Appreciation. 3 what should be retained and which you should sell. | 
PROGRAM TWO . . .Dynamic Securities for Using the funds released through sale of weaker issues, | 
Capital Building with Higher Dividend plus your cash reserves — you can purchase the five 
Potentials. highly promising situations we have just selected ... If 
PROGRAM THREE...Low-Priced Stocks for and can be ready for coming opportunities as we point | Pl 
Large Percentage Growth — Where a them out to you. | 
maximum number of shares may be The coupon below entitles you to an added month of |p, 
purchased with limited capital. service if you ENROLL NOW. | se 
, B be 
Wal Coupon s a oe oe oe oe 4 FREE SERVICE TO NOVEMBER 4, 19520 |= —————— —* | es 
1 an 
Joday / | THE INVESTMENT AND BUSINESS FORECAST 7 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. a 
1g 
| I cl ’ — L ’ — | : e 
© enclose [] $60 for 6 months’ subscription: [] $100 for a year’s subscription. ; 
Special Offer i (Service to start at once but date from November 4, 1952) if 
MONTHS’ SPECIAL MAIL SERVICE ON BULLETINS _ 
. ir Mail: .00 si ths: k Tel h lect i icipation of 4 
G service $60 | air at: 0) 1.00, sig montis: $200 Telegraph me collect in antiiation of | 
Special Del‘very: [] $4.00 six months to buy and when to eell...when to ex- 
MONTHS’ | (J $8.00 one year. pand or contract my position. 1 
Complete service will start at ERR NEE RC Se ROGET E EOIN e ne nee NOE ROE et SH eC eer me nO OTC 
once but date from November 4, { 
. a : GRRy a rae he MP Ae ose a EN cece IN ce eee Sialehn awe ean aed i 
Subscriptions to The Forecast i Your subscription shall not be assigned at List up to 12 of your securities for our | 
are deductible for tax purposes. } any time without your consent. initial analytical and advisory report. \ 
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“,..f urge employers 


\ 





\Y 


\\ 


to install the 


S SO 





Payroll Savings Plan...” 





M. B. FOLSOM 


Treasurer, Eastman Kodak Company 















“Continued saving will play an important part in protecting us against a 
renewal of inflation. The person who saves contributes to the nation’s stability 
and to his family’s security. He can now also obtain a higher return on his 
investment than he could in the past, because of the improvements in Defense 
Bonds now offered by the U.S. Treasury. I urge employers to install the 
Payroll Savings Plan wherever practicable, and employees to take advantage 
of such plan. By investing regularly in improved Defense Bonds, Americans 
serve their nation’s interests as well as their own.” 


If your company does not have the Payroll Savings ¢ payroll savers are putting aside $150.000.000 per 
Plan— month in U.S. Defense Bonds. 

Please tear out this page and send it to the “Big ¢ the cash value of Series E Bonds held by individuals 
Boss.” Urge that he read, carefully, Mr. Folsom’s _ on December 31. 1951, amounted to $34.8 billion- 
perh summary of the Payroll Savings Plan and its $4.8 billion more than the cash value of Series E 
benefits for employers. employees and our country. Bonds outstanding in August, 1945. 


The following figures should be particularly inter- 
esting to anyone not familiar with the wide adoption 
and the steady growth of the Payroll Savings Plan: 

* 45.000 companies offer their employees the Payroll 


Phone, wire or write to Savings Bond Division, U.S. 
Treasury Department, Washington Building. Washing- 
ton, D.C. Your State Director will show you how easy 
it is to install and maintain the Payroll Savings Plan. 














Savings Plan. 
* since January 1, 1951, enrollment in The Plan has 


increased fr 5.000.000 to 7.500.000. , 

‘ creased from 7 0 dis be If you have a Payroll Savings Plan, your State Director will show 
* in some companies. more than 90% of the employees you how to build employee participation through a person-to- 

are systematic bond buyers—in literally thousands person canvass that puts an Application Blank in the hands of 


, : ee : ; every employee. That's all you have to do—your employees will 
of other companies, employ ee participation runs do the rest 


60%, 70%, 80%. 














The U. S. Government does not pay for this advertising. The Treasury De- 
partment thanks, for their patriotic donation, the Advertising Council 





In Which Group 


Do Your Seeurities Fall? 


1. Securities which have shared only slightly in the 
recovery since 1949 and for which the future is 








not promising. 


Securities which have fared reasonably well in the 
past — but where only limited expansion is likely 
in the future. 


Securities which have already advanced substan- 
tially and for which further strong gains are likely. 


Securities which have participated lightly in re- 
covery but are now ready to move ahead at a rapid 
pace. : 








Are you retaining too many securities in Groups One and Two which should be 
eliminated and replaced with appropriate investments in Groups Three and Four? 


Our Analyses of thousands of substantial investment portfolios reveal that the average 
list is comprised of a miscellaneous collection of stocks and bonds—without balanced 
diversification — often failing to meet the investor’s income needs—all too frequently 
lacking strong appreciation potentialities. 


We regard the present as an opportune point in the market to arrange a rounded 
program for keeping your funds diversified among leading companies in industries 
with a promising outlook for sustained earnings and dividends under 1952-1953 
conditions. 


As a first step toward increasing your profit and income, we invite you to submit your 
security holdings for our preliminary review —entirely without obligation—if they are 
worth $20,000 or more. 


Our survey will point out various of your less attractive holdings, and some of your 
securities to be retained only temporarily. It will tell you how our personal supervision 
can assist you to strengthen your diversification, income and the enhancement possi- 
bilities of your account. We will evaluate your list and quote an exact annual fee for 
our service. 


Merely send us a list of your securities. Give the size of each commitment and your 
objectives. All information will be held in strict confidence. This offer is open only to 
responsible investors who are interested in learning more about our investment counsel. 





INVESTMENT MANAGEMENT SERVICE 


A division of THE MAcAzINE oF WALL StrEET. A background of forty-four years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 





